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THE LINING— 


A big feature in Suit Service. 
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positive assurance against splitting, frayi and all other faults. °By 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 


LONDON, E.C. LONDON, E.C. 


Telephones: Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND’ FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650.000 Reserve Account - - £610,000 


(with power to increase to £4,000 


000.000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 
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LONDON BANKERS : 

Messrs, Giyn, Mitts & Co, Tue Westminster Bank Limirep, LomBarp Street. Lioyps Bank Liuirep, 
HEAD OFFICE : 
33/36 Kinc Wiiu1aM Street, Lonpon, E.C.4. 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 

BRANCHES IN PERSIA: 

Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 


Kazvin, Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohemsnerah. Nasratabad (Seistan), Pehlevi, 
Resht, Shiraz, Sultanabad, Tal zd, 


BRANCHES IN IRAQ (Mesopetamia): BRAG! IN INDIA: 
GpaD, Basra, Kirkuk. Bomsay, 


"THE BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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Commonwealth 22%. Bank of Australia 


Perr OP 


E. C. RIDDLE, Governor. : H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
New York Agency: 25 PINE STREET, NEW YORK CITY. 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,542 Post Offices in the Commonwealth, &c. 
As at 31st DECEMBER, 1928. 
General Bank Balances .. i ae re ie £425250,947 
Savings Bank Balances .. es a on ts pate 49,376,915 
Note Issue Department .. oP in ae a i 48,698,226 
Rural Credits Department ne ae e. aa ee 1,035,257 
Other Items.. a os 4 re ~- Py ie 6,688,935 
£148,050,280 


LONDON OFFICE: 36-231 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 


NATIONAL BANK OF GREECE 


ESTABLISHED IN 184i. 


Capital paid-up and 
Reserves - - Drs. 1,205,000,000.— 


Deposits - - » 9,700,000,000.— 
Total Resources »  1,362,310,823.58 


HEAD OFFICE IN ATHENS 
BRANCHES THROUGHOUT GREECE 


~NEW YORK AGENCY - - 51 MAIDEN LANE 
Correspondents in all- parts of the World. 


Complete International Banking Service of 
Every Description. 
CORRESPONDENCE INVITED. 





Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 





Authorised Capital - - - £5,000 ,000 
Capital Subscribed and Paid Up - £2,208 ,000 
Reserve Fund - - £1 ,046,880 
Aggregate Assets 30, 6 28 - - £18,623,453 
DIRECTORS : 

SIR MARK SHELDON, K.B.E., ‘Chairman. H. R. LYSAGHT, O.B.E. 

FRANK N. YARWOOD. JAMES KELL. 

LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY. LL.D. 


GENERAL MANAGER : 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN. ALFRED SHEPHERD. 
JAMES TUKE. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe t, Manager, with 
153 ——— and Agencies in New South Wales. 

BRISBANE OFFICE. G. E. ALexanper, Manager, with 25 Branches and Agencies 
in Queensland. . 

MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE: 73 St. George’s Terrace. A.C. Dispin, Manager, with two branches 

LONDON OFFICE: 62 Bishopsgate, E.C.2. Artuur F. Jenkins, Manager. 


The London Office is prerared to transact every description of Banking Bus:ness. 


For the convenience of its Customers the Bank has special arrangements, where not directly represented, 
with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out all requirements with promptitude and to best advantage. 








GERMANY 


DUSSELDORF 
RHINELAND 








A new beautifully bound Book Safe 
for Banks and Thrift Institutions. 


q It is perfectly made and besides 
being attractive to the potential 
user it is most easily carried. 















Palast-Hotel 


BREIDENBACHER HOF 


A Heme away from Home 






q We have supplied a large number 
of Home Safes throughout Great 
Britain during the six years we | 
have manufactured them. } 


@ May we submit specimens in 
different colours? 


TAYLOR LAW 
& Co. Ltd. 


ANCHOR WORKS, BIRMINGHAM 


USE BRITISH SAFES 








UP-TO-DATE COMFORT 
BAR GRILL ROOM 












Manager: Hermann Bieger 


ee ae 











































— on = 7 


1 
i 
| 














vee 


SE 


Commerz- und Privat-Bank 


Aktiengesellischaft 


HAMBURG-BERLIN 


250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.000 


ALL BANKING TRANSACTIONS 


Amsterdam: N. V. Hugo Kaufmann & Coa.’s Bank 
New York: Konrad von Jiberg, 50, Broadway 


Cable address for main offices and branches “Hanseatic” 


DRESDNER BANK 


Head Office: BERLIN Ww56, Behrenstrasse. 
SHARE CAPITAL plus open reserves 134,000,000 Reichsmarks 


Branches in about 85 towns, including 


Aachen, Bremen, Dresden, Diisseldorf, Essen, 

Frankfurt a.M., Hamburg, K6lIn, Leipzig, Liibeck, 

Miinchen, Stettin, Wiesbaden, Danzig, Bucharest. 
Telegrams: DRESDBANK. 


Amsterdam: PROEHL & GUTMANN. 
Telegrams: DRESDAGENT. 
















YOKOHAMA SPEGIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fuad .«- - - - - - - - Yen 105,500,000 









Head Office: YOKOHAMA. 

BRANCHES and AGENcr£s at Alexandria, Batavia, Bombay, Luenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hainburg, Hankow, Harbiu, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau. Vladives*ok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London. E.C. 2. 
D. NOHARA, Manager. 















MARTINS 
BANK 


LIMITED. 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Manchester District Office: 
43, SPRING GARDENS. 


Capital Subscribed £20,602,272 
Capital Paid Up ani Reserves £7,729,413 
Deposits, etc. at 31st Dec., 1928 £82,932,881 


The Bank has over 560 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


BANCA MOLDOVA 


LTD. 


BUCHAREST. 


od 


Capital Paid Up and Reserves — 
LEI 175,000,C00. 


oo 
Cable Address: MOLDOBANCA. 


JASSY 


Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BELTZY, RENI 
TIGHINA (BENDER), ROMAN, 
VASLUI. 


oo 


Every Description of Banking 
Business Transacted. 








THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
i'CUl1.LEID 1060 


Capital subscribed Yen 100,000,000 

Capital paid up - - Yen 60,000,000 

Reserve Fund -- Yen 64,000,000 

Undivided Profits - Yen 3,007,821 
(Dec. 1928) 


Head Office: TOKYO, JAPAN 


Branches in al the principal cities 
in Japan, and in lombay, New 
york, S anghai, Sourabayua. 


LONDON OFFICE: 
Winchester House, Old Broad Street, 
Ex. 3. 


Telephone - - LONDON WALL -_" 


” ” 


Cable Address ‘* MITSUIGINK, LONDON” 


BANCA NAZIONALE 
DI CREDITO 


Capital—Lire 300,000,000 
Reserve—Lire 60,000,000 
Deposits 
(30th April, 1929) 
—over Lire 2,335,000,000 


Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palerme, Trieste, 
Bologna, Florence, Venice. 
80 Branches in the principal 
industrial ard commercial 
points of Italy. 


Representative Office in New 


York: 76 William Street. 
EVERY KIND OF BANKING BUSINESS 
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= Head Office: 8 MOORGATE, LONDON, E.C.2. = 
= 94 Branches and Agencies throughout New Zealand. = 
s= Authorised and Subscribed Capital ee os £6,000 ,000 = 
= Paid-up Capital sia £2 ,000 000 = 
= Reserve Fund and Undivided Profits £2,155,154 = 
= £4,155,154 — 
= Aggregate Assets (31st March, 1929) £18,809 3338 ———= = 
= The National Bank of New Zealand, Limited, receives Deposits for fixed periods at = 
= rates which may be ascertained on application, and conducts every description of Banking = 
= Business cornected with New Zealand. ARTHUR WILLIS, Manager. => 
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NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


= 
Lei eS iy AAT OSCR FO ete Sa. 





FULLY PAID CAPITAL - - - - . £3,000,000. 








RESERVE FUND =- - - - . - £2,875,000. 
London Agency : 
i 6 and 7 KING WILLIAM STREET, E.C.4. 
i Branches in all the Principal Towns in 
EGYPT and the SUDAN. 
= a - 
Incorporated by Royal Charter, 1727 
CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,795,787 
DEPOSITS £44,674,151 
CORRESPONDENTS TOTAL NUMBER 
THROUGHOUT THE a eS Ve oF OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 233 
3 BISHOPSGATE, E.C.2. London—West End Omfices {2 SEW BOND STREET, W.1. 
Head Office: EDINBURGH 
4 General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 
| 
||A. M. BONNER, L?. “* 
‘ * © 9 te 1884 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 


i AT 


Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


| ENDORSING INKS AND vay DATING MACHINES, COMPANY 
| SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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THE BANKER 


ANNOUNCEMENT 


T will be observed that in this issue certain additions 
have been made to the scope of THE BANKER. 


Of. these the first is a section styled THE BANK 
MANAGER, where a typical banking problem is discussed. 
In this section—which, with others, is to become a per- 
manent and integral part of THE BANKER—attention will 
be concentrated on the ordinary major problems with which 
managers have regularly to contend. Each different 
problem will be given to the charge of a writer who has an 
intimate, detailed, and specialized knowledge of it. By 
this the authoritativeness of the articles will be vouchsafed. 


Besides providing for such ordinary major problems, 
however, it is the duty of THE BANKER to deal with con- 
temporary specific problems. In the main these are of 
legal character, and hitherto they have been treated in 
the section dealing with BANKERS AND THE Law. In 
future increased attention will be allotted to them in the 
shape of special legal articles. Problems not of a legal 
character, but yet of specific contemporary importance, 
will similarly receive individualistic expert attention. In 
the next issue of THE BANKER, for example, the subject of 
Accounting Mechanization will be dealt with authoritatively 
and exhaustively. 


Provision has been made further to widen and yet to 
intensify scope by the regular inclusion of articles relating 
to Empire banking. It will be noticed that an article 
dealing with Canadian banking appears this month. 


These changes are not designed to alter the fundamental 
structure of THE BANKER—a Journal of Home and Inter- 
national Banking. They will serve, however, to add 
directly to its present usefulness, authority, and prestige. 
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Capital and Reserves : 


Fmk. 417,000,000 





° ADAPTED FOR ALL COUNTRIES 


KANSALLIS-OSAKE-PANKKI ne eee Book vee 
(National Joint Stock Bank) po pte ciestine aide re Beg 


ISSUED BY 


Midland Bank Limited. 
Lloyds Bank Limited. 


Head Office : HELSINKI Westminster Bank Limited. 


Barclays Bank Limited. 


(Helsingfors) FINLAND ——- 


British Linen Bank. 

Clydesdale Bank Limited. 

Colonial Banking and Trust Company. 

Commercial Bank of Scotland Limited. 
—— —— District Bank Limited. 
Manchester & County Bank Limited. 
Martins Bank Limited. 
National Bank Limited. 
National Bank of Scotland Limited. 
North of Scotland Bank Limited. 
Royal Bank of Ireland Limited. 
Royal Bank of Scotland, 
Union Bank of Manchester Limited. 
Union Bank of Scotland Limited. 
Williams Deacon’s Bank Limited. 
Yorkshire Penny Bank Limited. 
Glasgow and other Savings Banks. 
Harrods Stores. 
Blackpoo! and other Co-operative Societies. 
Halifax and other Building Societies. 
Sachsische Staatsbank, Germany. 
Deutsche Bank, Germany. 
Bayerische Hypotheken-und-Wechsel-Bank. 
Banque Franco-Chinoise, Indo-China. 
Twentsche Bank, Netherlands. 
Bank Associatie, Netherlands. 
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ae Caja de Ahorros P rovincial de Guipuzcoa. 
Skandinaviska Kreditaktiebolaget, Sweden. 
Svenska Handelsbanken, Sweden. 
N Géteborgs Handelsbank, Sweden. 
Thurgauische Kantonalbank, Switzerland. 
ain - Zinstragende Ers parniskasse, Switzerland. 
Leyland Rubber Tiling. Firm and silent | enue hevinas tam, New York. 
to the tread, with a clean, fresh appearance re Bane Beg = a ae 
‘ .. “pe - s Vational Bank of the Republic, cago. 
easily maintained, it wears until it Is almost Security Trust & Savings, Los Angeles. 
as institutional as the business itself. National Shawmut Bank, Boston. 


National Bank of Commerce, St. Louis. 
Union Trust Co., Cleveland. 


EYLAN AND 7,000 OTHERS 
Rubber Tilin® Send for specimens and full particulars 


Write for Catalogue No 39 for prices, Automatic Recording Safe Co., Ltd., 


colours and designs, etc. ° 
THE LEYLAND AND BIRMINGHAM RUBBER Co. Ltd. heey petangs.tantriet eae 


Head Office & Works - + . Leyland, Lancs | 


Branches throughout the World. — R.7T. 897/29. 
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ALLIANCE 


Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Marine Department: 2-6 Billiter Square, London, E.C.3 
Established in 1824. 


Assets exceed £30,000,000. 


Directors : 
CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 
StR IAN HEATHCOAT Amory, BarT., C.B.E.| R. M. HOLLAND-MarTIN, C.B. 
THE VISCOUNT BEARSTED, M.C. Davip LANDALE. 
FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. LLoyp, C.B., 
ALFRED FOWELL BUXTON. C.V.O. 
JOHN CATOR. SiR CHRISTOPHER T. NEEDHAM. 
Major GERALD M. A. ELLIs. THE EARL OF ROSEBERY, D.S.O., M.C. 
FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. 
THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD 
C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. 
EDWARD RALPHE Douro Hoare. RICHARD DURANT TROTTER. 


INSURANCES OF ALL KINDS 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND AND CAPITAL REDEMPTION. 
FIRE. 

MARINE. 

BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 
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COMPREHENSIVE PCLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


ORO 


Particulars of any of the above will be sent on application. 
A. LEVINE, General Manager. 
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THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS :— 

BY POST IN THE UNITED 
MIMGDOM 26000006605 £1 13 0 


BY POST TO CANADA...fI 13 0 
BY POST ELSEWHERE 
ABROAD. ....20se000+ £1 150 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 
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N spite of the inflation which has reduced 
the value of the fiduciary currency by 
97 per cent., and in face of an economic 
crisis—due largely to a succession of mediocre 
or poor harvests—the Roumanian banks, 
with a few exceptions which can be numbered 
on the fingers of one hand, have victoriously 
weathered the tempest. It is even more 
remarkable in that not one of them, in 
anticipation of an eventual drop in the value 
of the leu, entered upon the period of 
difficulty with a large stock of foreign bills. 
On the contrary, the private banks were 
obliged rigorously to ration the short-term 
credits accorded to the public; the bank of 
issue compelled them, moreover, under 
threat of a refusal to rediscount, to limit 
interest rates to a maximum of 18 per cent. 
Yet nearly all were able to fulfil their mission, 
to maintain dividends at the rates which 
had ruled for five or six years previously, 
and even to give valuable aid to the State. 
It is noteworthy that during 1928, 47 new 
banks were formed with a nominal capital 
of 167,000,000 lei, and that amongst the 
older banks 112 increased their capital 
by 800,000,000 lei. The total number of 
banks in Roumania at the end of 1928 was 
1,142. 

hang the difficulties with which the 
larger banks, such as the “ big five” of 
Bucharest (the MARMOROSCH ’ BLANK, 
RoMANEASCA, CHRISSOVELONI, CREDIT and 
CoMMERCIAL), have had to contend was the 
curtailment of credit by the National Bank. 
Actually, owing to the somewhat depressed 
state of the market, a not very large propor- 
tion of the bills presented to the National 
Bank for rediscount consisted of renewals— 
“‘ frozen credits ”’ in the full sense of the term. 
Further, as the issuing institution decided 
to allot to agriculture 25 per cent. of the 
total amount of rediscounts—not an 
exaggerated proportion in a country such 
as Roumania—the individual banks and, in 
consequence, trade and industry, had their 
allotments proportionately reduced. 

Again, the chief preoccupation of the 
National Bank being the stability of the 
leu, all other considerations were secondary. 
The two recent rises in the official discount 
rate, from 6 to 8 per cent. and, a few days 
later, from 8 to 9$ per cent., were so motived. 
Some people have criticized this step, and 
the objections which have caused most 
surprise emanated from the Liberals who 
have thought fit to lay the blame on 
‘‘ newcomers to the National Bank who are 
not sufficiently informed as to the situation 
of the country ’—a transparent allusion to 
M. Charles Rist, an experienced financier 
delegated by the Bank of France. The 
simpler explanation is that technical con- 
siderations dictated by circumstances have 
led the National Bank to raise the price of 
money. It was abnormal from every point 





Banking Situation in Roumania 


of view that money could be borrowed more 
cheaply in Bucharest than abroad. In such 
conditions any Roumanian financial institution 
would be more interested in employing the 
credits at its disposal in London, Paris, Berlin 
or Rome. The National Bank was, therefore, 
obliged to raise the discount rate. This step 
may have injured certain interests, but of two 
evils it was necessary to choose the lesser. 
Foreseeing the currency stabilization, the 
National Bank repeatedly advised the 


individual banks not to present bills for | 


rediscount unless they had an indisputably 
commercial basis, such as the supply of 
goods. There was, however, the difficulty 
that a considerable number of wholesale 
merchants and industrialists worked on open 
account with clients who refused to sign 
bills. Such a refusal had very awkward 
consequences for the supplier of the goods, as 
he was only paid after long delays. Special 
emphasis is laid on the unsoundness of this 
custom in a recent circular issued by the 
National Bank, which insistently recommends 
the other banks to exact as a regular practice 
the covering by bills of credits opened, as 
it is only in this way that the distribution 
of credit can be made healthy and solid. 
The problem of banking fusions is one of 
the questions of the day in Roumania as in 
many European countries. One of the most 
recent instances is the amalgamation of the 
Bucharest branch of the BANQUE BELGE 
POUR L’ETRANGER with the ROouMANIAN 
COMMERCIAL BANK. The fusion of three 
Roumanian banks having national capital is 
under consideration. Such operations, which 
would enable advantageous economies to be 
realized, present greater difficulties in 
Roumania than elsewhere. The first early 
banking institutions in Roumania were all 
founded with international capital, the first 
limited company, created in 1865, being the 
BANK OF RoumMANtA, formed by a financial 
group headed by the Ottoman Bank. 
Roumanian efforts came much later. Party 
politics intervened, each party wishing to 
have its own bank for propaganda purposes, 
and in a short time every urban centre had 
as many banks as there were political 
parties. It is regrettable that the natural 
movement towards amalgamation is opposed 
by party feeling. As most of the smaller 
banks depend on the National Bank for 
rediscount, the latter could exert a powerful 
influence in favour of fusion. 
Concentration is inevitable, if only because 
of the competition of new banking formations 
which are proposed, and will possess powerful 
financial backing. Very shortly the INTER- 
NATIONAL BANK OF RoOUMANIA will be 
established, with British, German, Dutch 
and Austrian capital. The party spirit will 
be forced to yield in face of these important 


fail to benefit. 


movements, from which Roumania od 
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A Banker's Diary 
Mid-May to mid-June 


THE report of the committee of experts appointed with 
the object of reaching a definitive settlement of the 
' reparation problem(see June issue)was signed 
ee by all the members, and was issued to the 
onan public on June 8. It is emphasized that the 
plan now put forward should be taken as 
an indivisible whole and put into operation on that basis. 
The recommendations include a detailed schedule of 
annuities, divided among the creditors in stated amounts, 
ranging from about Rmk. 1,700 to 2,400 millions during 
the financial years ending March 31, 1931 to 1966, from 
Rmk. 1,600 to 1,700 millions between 1967 and 1985, and 
of about Rmk. 900 millions for three more years. Of 
these annuities the payment of Rmk. 660 millions is 
unconditional, the remainder being subject, under 
specified conditions, to postponement at Germany’s option. 
A schedule of diminishing payments in kind, covering a 
period of ten years, is laid down. The report, with 
the relevant annex, contains full details for the establish- 
ment and operation of a “ Bank for International Settle- 
ments,”’ to take the place of the existing machinery for 
collection and transfer of payments. The authorized 
capital is to amount to $100 millions, and the management 
is to be in the hands of governors of central banks and 
their nominees. It is to undertake the financing of 
payments in kind, the receipt, holding and distribution 
of cash payments, and supervision of the placing of bonds 
incidental to commercialization of part of the reparation 
debt. The report puts forward detailed plans on this 
last subject. Under the new scheme the relations of the 
Reparation Commission with Germany are to be termin- 
ated, and the bank is to take over such functions of the 
Commission, the Agent-General for Reparation Payments, 
and the Trustees and Commissioners holding office under 
the Dawes Plan as are required to be carried un under 
this scheme. 


| 
| 





oer 





A BANKERS DIARY 3 


The experts’ recommendations require to be 
approved by the various Governments concerned before 
being put into force; and this step is conditional also upon 
the attainment of agreement, as the result of separate 
negotiations, on the Belgian claim in respect of mark 
paper currency issued in Belgium during the German 
occupation. 


UNDER the terms of the new reparation project the 
German Government undertakes to establish and maintain 
convertibility of the reichsmark into gold 
Germany and 0T gold exchange in accordance with the 
the Gold terms of section 31 of the Reichsbank law 
Standard of 1924. Hitherto, although German cur- 
rency has been on a de facto gold basis, 
convertibility has been in suspense. The establishment 
of full redeemability is provided for at the latest on the 
inauguration of the new plan. Consequently, if the 
scheme is adopted, Germany will move on to a gold 
exchange standard, with the possibility of adopting in 
practice a full gold standard. This decision follows the 
recommendation of the Agent-General for Reparation 
Payments in his last annual report (see February issue). 


THE official figures of Germany’s balance of international 
payments in 1928 were issued recently (see May 1928 issue 
for 1927 figures). The revised total of 

German ¢xports, including reparation deliveries in 
Balance _ kind, is put at Rmk. 12,444 millions, against 

of Payments imports of 13,716 millions, yielding an 
import surplus of 1,272 millions (cf. 2,987 

millions in 1927). Reparation payments totalled 2,000 
millions (cf. 1,584 millions), while net interest payments 
to abroad were estimated at 735 millions (cf. 495 
millions). Other current items yielded a net credit 
balance of 293 millions (cf. 304 millions), so that the 
net deficit on current account amounted to 3,714 millions 
(cf. 4,762 millions). According to the estimates, 1,713 
millions (cf. 1,686 millions) of the deficit was covered by 
net foreign investment in Germany, and 1,588 millions 
(cf. 1,904 millions) by short-term foreign credits to 


Germany. 
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Earty in May an agreement was reached between the 
Bulgarian Government and the Disconto-Gesellschaft on 
the claim of the Bank outstanding when the 
stabilization loan was issued (see December 
1928 issue). About a month later it was 
reported that the agreement had been ratified by the 
Bulgarian Parliament, and that the first payment by 
the Government would therefore be made at the 
beginning of July. 


Bulgarian 
Finance 


AxBouT May 20 it was reported that the United States 
Government had conveyed to the French Prime Minister 
its desire to be informed, with the briefest 
rv —_ possible delay, as to the prospect for 
“"""" yatification of the agreement reached in 
April 1926 for settlement of the French debt. Failing 
the ratification of the agreement, France would be liable 
on August 1 to pay some $400 millions to the United 
States Government in respect of War stocks debt, which 
was absorbed under the agreement into the general 
debt. The United States Government, however, would 
apparently be willing to take steps for a postponement of 
the due date if an assurance could be given of ratification 
within a reasonable time. It appears that a debate on 
the subject is to take place in the French Chamber before 
definite steps are decided upon. 


A REPORT, entitled “‘ Unemployment : Some International 
Aspects, 1920-1928,"’ presented by the International 

Labour Office (League of Nations) to the 
Prices and Un-International Labour Conference, May-June 
employment 1929, has recently been published. It con- 

tains a chapter on unemployment and 
monetary fluctuations which sets out statistics of price 
movements and unemployment in a number of countries 
and examines the relations between them. It concludes 
that ‘‘ variations in the general price level . . . are an 
important cause of the recurring unemployment crises 
which mark one phase of the [business] cycle,’ and 
discusses measures which have been proposed with a view 
to reducing the magnitude of variations in the price 
level. (P.S. King & Sons, Lid., 5s.) 
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As a result of the absence of gold shipments from Canada 
at a time when the gold export point, in terms of United 
; States dollars, had been passed, the question 
—— was raised as to whether the outward 
movement of gold had been prohibited, thus 

in effect suspending the operation of the gold standard. 
In the Canadian House of Commons, about the middle of 
May, the Minister of Finance pointed out that the 
Government had no parliamentary authority to deal 
in gold for commercial purposes, and that the banks 
were free to export gold without reference to the 


Treasury. 


TOWARDS the end of May a resolution was introduced in 
the United States Senate for “ a full and complete investi- 
gation of the operations of the Federal 
ig Reserve System” by the Senate Committee 
“Inquiry 02 Banking and Currency. The resolution 
mentions twenty-one specific subjects which 
the Committee should consider, among them being the 
question “ what defects, if any, have been found to exist 
in the operation of the Federal Reserve System, and what 
legislation is necessary to correct such defects.’’ Other 
questions deal with the general subjects of stock market 
loans and large-scale bank amalgamations. 


NEw capital offerings were small in volume by comparison 
with previous months. Few overseas issues were under- 
., taken, while home issues were relatively 
ae ee restricted, probably owing in part to the 
arse" circumstances of the general election. A 
small loan on behalf of the city of Abo (Finland) was 
oversubscribed. The London County Council made a 
large conversion offer about the middle of June. Four- 
fifths of the £3 millions of 4 per cent. stock offered at 83 
by the Central Electricity Board towards the end of May 
were left with the underwriters. 


Bank Rate On June 6 the Imperial Bank of India 
Change __ reduced its rate from 6 to 5 per cent. 
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Credit Lists 


RDINARILY the London Money Market exhibits 
C) to a remarkable degree a spirit of freedom, self- 

confidence, and independence. Occasionally, how- 
ever, events occur—even though they may not be of 
great importance—which disturb serenity, lower confi- 
dence, and suggest to the market the need for an intro- 
spective scrutiny of the prevailing position. Such an 
event happened with the promulgation of the news 
concerning the Italian textile firm, the initials of which 
are spelled into the lugubrious “sicmaT.”’ Serenity 
was disturbed, and confidence was lowered; since, how- 
ever, the news is now many weeks old and also a settlement 
of sorts has been arrived at, the need for introspective 
scrutiny is apparently passing with the dissolving away 
of the interest which at one time was evoked. 

It is therefore necessary that something be said just 
now in order that such an undesirable occurrence may 
not be allowed to go to oblivion without discussion as to 
whether there is necessity for some reform in acceptance 
practice. To this end there is no need to revive here all 
the details relevant to the “‘sticMaT” shock. Indeed, 
all except one may be dispensed with. This concerns 
the fact that the “sIcMAT” firm was successful in 
obtaining credits amounting to {£4,000,000, from no 
fewer than fifty separate banking and financial houses; 
and of these fifty so many as twenty-three were London 
houses which had granted credits totalling £1,200,000. 
Obviously it can only be inferred that “sicmaT”’ had 
profited by the prevalence of excessive competition, both 
here and abroad. Only unless this firm’s experience was 
not at all representative—and for this assumption there 
seems to be no justification—would there be no need to 
inquire into the present position of the acceptance credit 
business. The result of inquiry would certainly be to 
confirm the prevalence of unwise competition ; and with 
this verdict the market itself is in agreement. The 
remedy must inescapably take the form, therefore, of a 
definite restriction of excessive competition, or a control 
designed to nullify the adverse effects of it. 


ABP TAB: 0 eas 


RL AS ee Sn? 


| 








et a ear reeee 
een 








CREDIT LISTS 7 


Of these, clearly the latter is the more feasible and the 
easier resource. That is why the Accepting Houses’ 
Committee has recently circulated details of a scheme 
which provides for the maintenance with a responsible 
central authority (such as the Bank of England or, 
perhaps, chartered accountants) of a record of the amount 
of credits granted by each accepting house to each firm 
with which it has relations. In considering requests for 
credits each firm could then be guided in its policy by 
means of information supplied by the central authority 
as to the volume of credits, if any, previously extended 
by other firms. This plan, it is suggested, would enable 
the maintenance of entire and unlimited control over 
not only the amount, but also the direction of flow of 
credit funds. Provided that this device could be made 
effective then, precisely the safeguard which hitherto 
has been wanting would henceforward be made available. 

Can it be made effective ? A scheme similar in essen- 
tial aspects is operating in New York, and has been used 
for some time. An attempt to establish the practice is 
to be found in Berlin. There is indication that if London 
adopted it, so would other monetary centres—Amsterdam 
almost assuredly. On these grounds, then, surely the 
scheme cannot fail to be practicable. 

It has been argued, nevertheless, that it is only prac- 
ticable within limits. It is believed, for example, that 
while the scheme might be adhered to by the ordinary 
reputable acceptance houses, certain of the more adven- 
turous and less highly principled firms would ignore it. 
Again, it is averred that the ideal scheme must definitively 
be international in scope, and equally effective with the 
plan by which credit information between banks is 
exchanged ; but that it is patent that the initial arrange- 
ments of the scheme could not reach such a standard. 
Indeed, it is hardly likely that its effectiveness in opera- 
tion would ever be so great as are the arrangements 
between banks. Lastly, it is urged that the human 
jealousy begotten of the present fierce competition would 
prevent the working of the scheme. 

These difficulties may conceivably have to be met; 
and there may be others But let the question be asked 
as to whether each individual accepting house or bank 
prefers to take the risks irrefutably associated with 
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present methods, or whether it would not be preferable 
immediately to reduce some part of the risks by the 
adoption of the plan—in spite of the possibility that 
difficulties such as those cited might occur to interfere with 
the working of it. If this were done there could be only one 
answer in logic ; and accordingly the sponsors of the plan 
have no reason whatever to be dissuaded from fighting 
for it—and for its subsequent adoption. 





Joint Stock Banking Statistics 


the large joint stock banks to the statistics which they 

periodically publish to the public. The first and most 
important step forward was taken when it was decided by 
the London Clearing Banks to issue monthly, in balance- 
sheet form, a statement of figures based on weekly 
averages. A second important development occurred 
some years later, in 1927, when the chairman of Lloyds 
Bank used the opportunity given by his annual address 
to make public a detailed analysis of advances. A third 
progressive move worthy of record was made by the 
chairman of the Midland Bank in the speech delivered in 
January of this year when, besides giving an analysis of 
the bank’s advances, he divided the total of deposits 
into Time and Demand deposits ; and this useful segrega- 
tion has since been carried back to 1919. The fourth, 
and last change falls to be noted with the publication of 
the May-June monthly review of the Midland Bank. 
In this issue a series of eight graphs—the first of a quar- 
terly record—is published. The graphs are based on 
comprehensive economic data, and are intended to serve as 
a pictorial statement of the business conditions prevailing 
in the three-monthly period to which they refer. 

By way of a summary explanation reference may be 
made to the basis and subject of each graph. The first 
one displays the monetary policy of the Bank of England 
as revealed by figures for deposits, securities, and reserve. 
The second, in correlative fashion, displays the policy 
of the Clearing Banks as reflected in figures of deposits, 


I" recent years certain additions have been made by 
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advances, and cash. The third shows current accounts as 
percentages of total deposits—but for the Midland Bank 
only ; the idea being to show more accurately what pro- 
portion of the monetary supply is being actively used. 
The fourth is a plotting of the comparative statistics of 
Town-Metropolitan and Country-Provincial clearings. 
The fifth is designed to show the factors influencing 
central banking policy, figures being graphed for bank 
rate, Treasury bill rates, and the dollar value of sterling— 
a very important chart. The sixth records retail and 
wholesale prices; and the seventh consists of the curves 
of production and employment. The eighth and last 
shows net imports, and total British exports of articles 
wholly or mainly manufactured. Taken in all it will be 
recognized that the new statistics are comprehensive 
enough, of sufficiently varied character to illustrate 
the national financial, commercial, and industrial position, 
they are not too theoretically-based to be of little definite 
use, and above all they are easily comprehended. 

It will be gathered from the narrative that all the 
developments in the statistical evolution of English banks 
outlined above have been welcome ones and entirely 
useful ; congratulation is due for the sincere effort which 
has been made to procure the progress which has been 
achieved. And it is not the desire of THE BANKER to 
seek to qualify the sincerity of the approbation expressed 
in this comment. It is, nevertheless, an inescapable duty 
to point out that the statistical service of the large banks 
only—neglecting the position with regard to the banking 
system in its entirety—would be improved definitively if 
instead of individual, and therefore necessarily spasmodic 
enterprise, there were at least a measure of general, if 
implicit, agreement between the large banks on this 
point. It is clear, for instance, that if an analysis of 
current accounts, expressed as a percentage of deposits, 
were to be published simultaneously by the Clearing 
Banks, the usefulness of the present single index of the 
Midland Bank would be essentially increased. This is 
one separate point; and what is true for one, is true for 
all such separate points. But, additionally, is there any 
convincing reason why the present more detailed infor- 
mation given annually by Lloyds and the Midland Banks 
should not also be provided by the remaining Clearing 
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Banks? Or why should not all the banks make their 
annual statistics still more complete by, for instance, 
following the practice of Barclays Bank in giving figures 
of expenses ? 

Conservatism, caution, and reserve are desirable and 
good where real justification exists ; they are all bad where 
justification does not exist. THE BANKER congratulates 
the banks sincerely on their individual enterprise ; but it 
asks that in respect of vital banking statistics this may 
become collective. 


The Bank for International 
Settlements 


HEN it was announced some time ago that the 

WV conference of reparation experts in Paris had 
decided in principle to recommend the esta- 
blishment of the Reparations Bank, the absence of details 
of the scheme provided an opportunity for the circulation 
of fantastic rumours as to its scope. It was said that the 
new institution is intended to take charge of the financial 
reconstruction of Soviet Russia; that it would take an 
active part in financing foreign trade; and that it would 
become a kind of “‘Federal Reserve Bank of Europe.”’ 
The text of the experts’ report, and more especially that 
of Annex I, which is reproduced below in extenso, is 
calculated to dispel these rumours. At the same time, 
the text does not indicate the exact limits of the scope 
of the new bank. It would be, indeed, impossible to 
determine in advance the activities of an institution 
which will be an experiment entirely without pre- 
cedent. The terms of the report, which will doubtless 
become the basis of the statutes of the bank, are neces- 
sarily too vague to allay all fears as to the possibility of 
a competition between the new bank and existing banks. 
Largely for this reason the scheme had a rather mixed 
reception from the banking community both in London 
and abroad. There is a great deal of disagreement as to 
the merits of the scheme, and also as to the importance 
of the position the new bank is likely to occupy. 
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While there is general uncertainty as to the scope of 
the bank in the sphere of central banking its task in 
respect of reparation transfers is clearly defined. The 
critics of the scheme are inclined to doubt whether the 
new arrangement is in any way better than the existing 
one. It would be, of course, unwarrantable optimism to 
expect the Bank for International Settlements to solve 
the problem of transfers; tor this, as hitherto, will remain 
dependent upon the trade balance of the debtor, upon 
its borrowing capacity, and upon a number of other 
factors influencing the foreign exchange market. There 
is no doubt, however, that a banking organization 
specializing in the problem is in a better position to deal 
with the matter than the authorities set up under the 
Dawes Scheme. 

The position is not nearly so clear as to the task of 
the new institution to act as a central bank of central 
banks. It is believed in some quarters that in this 
respect the difference between the existing state of 
affairs and that to be created through the establishment 
of the bank is merely one of degree. The new bank will 
become a meeting-place of the heads of central banks 
(or their authorized representatives) and will facilitate 
co-operation between them. While up to now the 
movement towards co-operation was vague and abstract 
it will gain a concrete form through the establishment of 
the new bank. Its head offices will perform merely 
administrative duties, while the decision in essential 
matters—as is the case of the League of Nations—will 
remain with the authorities which, up to now, have 
played a prominent part in the movement, though one of 
the most important of these at least will remain 
technically outside the new institution. According to 
another opinion, however, even if the authors of the 
scheme mean thus to limit the scope of the bank, in 
practice it is likely to outgrow these restrictions. It is, 
indeed, easier to start the avalanche than to control it 
once it is on its way. Thus, though the new institution 
may not be meant to become a super-central bank, 
nobody knows whether or not it will develop into one, 
irrespective of its authors’ wishes. The comparison with 
the League of Nations is hardly convincing. While the 
Governments participating in the League have retained 
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all power upon which the activities of the League depend, 
the new institutions will assume from the very outset a 
certain amount of independence by obtaining resources 
which are outside the control of the central banks par- 
ticipating in the scheme. Most of these resources, 
however, will have to be speedily redistributed, so that 
they, in themselves, cannot constitute the basis of an 
independent financial power of great magnitude. 

In order to be able to assume a predominant position 
in the international money market the new bank would 
have to obtain considerable support from the central 
banks, in the shape of deposits, provisions for the receipt 
of which are made in the experts’ report. It ought to 
be borne in mind that the new bank will not be in a 
position to create fresh credit. In order to be able to 
lend over and above its own capital and the transitory 
funds which it controls, it will have to obtain additional 
resources from the central banks. If the central banks, 
which at present hold balances abroad, transfer the whole 
or a great part of these balances to the new institution, 
it will strengthen its resources considerably. Even in 
that case, however, the bank will be unable to emancipate 
itself from the influence of the few leading institutions 
which are in a position to provide considerable support 
in case of need. It is thus unlikely that, for the next 
few years at any rate, the Bank for International 
Settlements will outgrow the limits within which the 
leading central banks intend to keep it. As to the more 
distant future, possibly the strengthening of the position 
of a number of smaller central banks may result in the 
development of an autonomous body which will itself 
be strong enough to widen its scope if desirable. 

The question which interests commercial banks and 
financial houses is whether the future expansion of the 
new institution will be made at their expense. In this 
respect there does not seem to be any real reason for 
uneasiness. The principle of pure central banking has 
made considerable headway since the war, and is likely 
to be generally adopted. Thus, if the institutions which 
control the new bank themselves abstain from exceeding 
the functions of bankers’ banks, it is hardly likely that 
they would allow the new bank—which, after all, is a 
central bankers’ bank—to trespass on the domains of 
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commercial banking. There is no doubt that the new 
institution is bound to divert some business from the 
existing banks, even if it confines its activities to that 
of acting as intermediary for the payment of reparations 
and war debts, and as custodian of part of the external 
reserves of central banks. It seems likely, however, that 
the advantages of greater stability will more than com- 
pensate the banks for their loss. In any case, it would 
be a mistake to over-stress the possible rivalry of the 
new bank even in respect of the balances of central 
banks. It is left to be seen whether it will be able to 
compete with the existing banks as to the rate of interest 
allowed on balances. If not, in order to open an account, 
most central banks would transfer merely a minimum 
amount to the new bank, and would leave the bulk of 
their external resources with the existing banks. 

A point of considerable importance is the location of 
the headquarters of the bank. In this respect the 
reparation experts did not arrive at any conclusion, and 
left the decision open to the Governments concerned. 
At the time of writing nothing is known officially as to 
the likely solution, but it seems certain that a centre of 
secondary importance will be chosen. Although London 
would be the ideal centre for an institution of this kind, 
the jealousy of other leading countries interested in the 
scheme rules out the possibility of meeting the natural 
claim‘ of this market. For the same reason Berlin and 
Paris cannot claim consideration. Apparently the choice 
lies between Amsterdam, Brussels, and Geneva (or another 
Swiss centre). The German Government would naturally 
prefer one of the ‘‘neutral” centres; but France is 
believed to support the Belgian claim. From the point 
of view of the London money market, if one of the 
Continental centres will have to be strengthened at our 
expense, it is desirable that it should be Brussels— 
which clashes with London toa less extent than either 
Amsterdam or Switzerland. 

There has been some uneasiness as to the possibility 
of the withdrawal of funds from London if the head- 
quarters of the new bank are established elsewhere. The 
fact is, however, that, from the point of view of the 
international movement of funds, the location of the 
bank is of comparatively little importance. Assuming 


14 THE BANKER 


that it will be in Brussels, this does not necessarily mean 


that it will keep the bulk of its resources in the form of 


belgas. The balances of foreign central banks which are 
at present kept in London will probably remain in the 
shape of sterling even if they are transferred to the new 
bank, which will transfer them to the Bank of England. 
Complete uncertainty prevails as to the part the bank 
is likely to play in the foreign exchange market and the 
gold market. Presumably, it will support countries in 
their efforts to establish and maintain the gold standard. 
It is doubtful whether it will actually interfere with the 
market, apart, perhaps, from cases of emergency. It 
would be, indeed, undesirable if normal, seasonal, and 
other minor fluctuations of the exchanges were to be 
interfered with Ly a central authority, however qualified. 
The view is widely held that one of the principal tasks of 
the new bank will be to become an international clearing 
_house for gold, so as to avert superfluous gold movements. 
Doubtless, to some extent, bookkeeping entries will take 
the place of actual shipments. It would be an error to 
believe, however, that the establishment of the new 
bank would mean the end of gold-arbitrage. The free 
movement of gold, through the initiative of arbitrageurs, 
is an essential part of the gold standard, without which 
the system would lose its automatic character—one 
of its greatest advantages over a managed system. As 
the central banks concerned are mostly adherents of 
the orthodox gold standard, they are not likely to 
accelerate its abolition by introducing a system which, 
from an international point of view, at any rate, is very 
dangerously like that of managed currency. 


For purposes of reference and record we give below the complete text 
of the Memorandum of the Experts relating to the proposed Bank. 


A. General reasons for the Constitution of an Institution with banking 
Functions.—A general plan for a complete and final settlement of the reparation 
problem, being primarily financial in character, involves the performance of 
certain banking functions at one or more points in the sequence between the 
initial payment of the annuities and the final distribution of the funds. A 
banking institution designed to meet these requirements justifies and makes 
logical the liquidation of all political controls and provides instead machinery 
essentially commercial and financial in character which carries with it all the 
support and at the same time all the responsibilities that economic engagements 
imply. The process of removing the reparation problem from the political to 
the financial sphere which was begun in the Dawes Plan will thus be carried a 

step further. 
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In general terms, the institution will take over such functions of the existing 
agencies as it may be necessary to continue and will perform the whole work 
of external administration such as the receipt and distribution of payments and 
the commercialization of those parts of the annuities which are susceptible of 
being commercialized. 

The operations of the institution will be assimilated to ordinary commercial 
and financial practice. Its organization will be outside the field of political 
influences and its powers and facilities will be sufficiently broad to enable it to 
deal freely and promptly with the problems involved in the settlement of 
Germany’s obligations. The institution will be equipped with machinery which 
will provide an elastic element between the payments to be made by Germany 
and their realization. In consequence, the creditors will have further assurance 
that the effects of economic changes on the flow of payments will be minimized, 
and Germany for her part will have the possibility of assistance during temporarily 


unfavourable conditions. 
It is obviously desirable, in the interest of obtaining results with the greatest 


efficiency, not to limit unduly the functions of the institution. The character 
of the annuities and the magnitude of the payments to be transferred over the 
exchanges provide at once the opportunity and the need for supplementing 
with additional facilities the existing machinery for carrying on international 
settlements, and within limitations of the sound use of credit to contribute to 
the stability of international finance and the growth of world trade. 

We consider that by judicious non-competitive financial development the 
bank should prove a useful instrument for opening up new fields of commerce, 
of supply and of demand, and will thus help to solve Germany’s special problem 
without encroaching on the activities of existing institutions. 

In designing the plan for the bank for International Settlements, which is 
given in outline in Annex I, we were, therefore, mindful of the fact that these 
new facilities should not supplant but should augment and perfect existing 
arrangements for carrying through international settlements. The bank will 
have (a) as its essential or obligatory functions those which are inherent in the 
receipt, management and distribution of the annuities; and (b) as its auxiliary 
or permissive functions those which evolve more indirectly from the character 
of the annuities. There is no hard-and-fast line between the two sets of 
functions, because the first leads naturally into the second. 

B. Organization of the Bank.—In view of the part which the bank will have 
to play in the general interest it is advisable to place the control of its management 
in the hands of the central banks, since these are the organizations responsible 
in each market for the convertibility of the national currencies and the control 
of credit. 

At the time of the bank’s constitution the capital will be geographically 
distributed in such a way as to associate in the bank’s working and in its 
development all the countries interested in the reparation settlement and all 
the financial markets which may subscribe to the bank’s issues. 

Provision is made for the utilization of the net profits of the bank, due 
allowance being made for the payment of cumulative dividends on the capital 
stock, to create suitable reserve funds. 

Provision is also made, in case Governments or central banks make long-term 
deposits with the bank, whereby they shall share proportionately in the 
remainder of the profits, after the requirements on account of dividends and 
the reserve funds have been covered. 

Inasmuch as its international basis is an essential feature which distinguishes 
the institution from all others, it has no single fiscal allegiance and it is desirable 
that in its movements in the various national markets it should not be hampered 
or restricted by considerations of relative fiscal burdens. It is, therefore, 
recommended that the Governments of the countries concerned enter into a 
convention for the avoidance of double and triple taxation of the bank along the 
followiag lines : 

(a) The funds and investments of the bank to be freed from national taxation 
at the point where they derive interest, income and profit. 

(b) All individuals and corporations receiving profit, interest or income 
from the bank to be fully liable thereon to such taxation as such individuals 
and corporations would attract if the profit, interest or income were derived 


from any other source. 
Cc 
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(1) Capital—On the formation of the bank its authorized capital will be 
in the equivalent of $100,000,000. The entire amount will be issued, but only 
25 per cent. of each share shall be called up, until the Board of Directors decides 
on a further call. The allocation of shares by countries is provided for in 
Section II of Annex I. The shares will carry no voting rights; but voting 
rights corresponding to the number of shares first issued in each country will 
be exercised by the central bank of that country in the general mectings attended 
by representatives of those banks, taking the place of general meetings of 
shareholders. 

(2) Administration The entire administrative control of the bank will be 
vested in the Board of Directors. The functions of a director of the bank are 
incompatible with those involving national political responsibilities, and the 
statutes of the bank will make the necessary provision in order to avoid such 
conflict of functions. All the directors and candidates shall be ordinarily resident 
in Europe, or shall be in a position to give regular attendance at meetings of 
the Board. 

The Governor of the central bank of each of the seven countries to which 
members of the present Experts’ Committee belong, or his nominee, will be 
entitled to be a director of the bank ex officio. Each of these Governors may 
also appoint one director, being a national of his country and representative 
either of finance or of industry or commerce. During the period of the German 
annuities the Governor of the Bank of France and the President of the Reichsbank 
may each appoint, if they so desire, one additional director of his own nationality, 
being a representative of industry or commerce. 

These fourteen (or, as the case may be, sixteen) directors will elect not more 
than nine additional directors from lists furnished by, and which may include, 
the Governors of central banks in other participating countries. 

If in the process of organizing the bank or in the performance of its functions 
after establishment, it is found that the central bank of any country or its Governor 
is unable to act officially or unofficially in exercising the functions, authorities or 
privileges accorded to central banks under the Plan, or refrains from doing so, 
alternative arrangements not inconsistent with the laws of that country will be 
made. These alternative arrangements are outlined in Section XII of Annex I. 

(3) Distribution of Profits.—The profits shall be divided in accordance with the 
provisions contained in Annex I. 

C. General Observations on the Bank.—The foregoing outline of the functions and 
organization of the bank for international settlements, together with the fuller 
presentation of the bank plan in Annex’l, largely speaks for itself. It remains, 
however, to point out certain advantages which the bank offers as against the 
existing Reparation procedure, and which advantages accrue both to Germany 
and to the creditor countries, because the bank, in putting the payments on 
a business basis, makes their receipt the more certain and facilitates their 
movement. 

The new facilities introduced by the bank are in addition to the provisions 
given elsewhere in the Plan whereby Germany is entitled to declare a postponement 
of transfer. They are rather in the nature of forestalling circumstances which 
might of themselves lead to a transfer postponement. These measures of preven- 
tion are of two general sorts; first, the bank may employ its power of giving 
credit to arrange temporary assistance in transferring the annuities; second, 
the bank will be in a position, in agreement with the Reichsbank, to invest in 
Germany reichsmarks currently accruing to its account at the Reichsbank. 

This measure to the extent to which it may be utilized will return to the 
German economy a portion of the annuity, and through the bank’s credit mechan- 
ism provide the foreign exchange with which to pay the current allotments to the 
creditors on account of the annuity. 

The application of either or both of these measures is prompt and decisive, and 
they operate in advance of the time when difficulties present themselves rather 
than afterwards, and serve to ease any strain until such time as the discount rate 
and other corrective measures have had opportunity to exert themselves. 

It is not to be assumed that these two measures should be reserved for 
emergency use. The use of the bank’s credit by central banks within moderate 
limits, and over short periods, may in time become a normal function scarcely 
different in its exercise from the use of central bank credit by banks and bankers. 
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All central banks, for ordinary exchange operations or for other purposes, 
would frequently find it advantageous to make use of the facility. The second 
measure, that of investing within Germany some portion of the annuity receipts, 
should also find its uses in normal times. Both measures are necessarily limited 
by the funds which the bank will have at its disposal and by the requirement 
that it maintains its liquidity at all times. 

These are instances of the bank’s utility to Germany. They also illustrate the 
flexibility which the banks facilities give to the handling of the disbursements to 
the creditors. Further instances of joint benefit may be briefly indicated. The 
bank will be able to give short-term and intermediate credit to purchasers of 
deliveries in kind, notably for the construction of public works on delivery-in- 
kind account. Intermediate credit operations need not be restricted, however, 
to any one country or to the purchase of any one country’s goods. 

On the contrary, it would be desirable to broaden such operations in the 
interest of world trade to the extent that the directors of the bank approve. 
As a Stabilizing factor in the foreign exchanges its advantages are obvious, and 
if in due time the arrangements provided for an international settlement fund are 
put into effective operation the bank should go far to eliminate the costs and 
risks now incurred in the shipping and reshipping of gold. 

The bank excludes from its procedure all political influences, and business 
principles and practice intervene to facilitate the settlement of Germany’s obliga- 
tions without in any way qualifying her independent and sole responsibility. 
The Office for Reparation Payments and its associated organizations in Berlin will 
be retired, and the Reparation Commission’s relation with Germany will be 
terminated. 

Germany will assume the responsibility for raising and transferring the 
annuities, and the bank takes over the work of their receipt and disbursement. 

As already stated, the bank is so designed as not to interfere with the functions 
performed by existing institutions, but is to create for itself supplementary 
functions in a special field of its own. To this end every care should be exercised 
in the organization and administration of the institution. 

In the natural course of development it is to be expected that the bank will 
in time become an organization, not simply or even predominantly concerned with 
the handling of reparations, but also with furnishing to the world of international 
commerce and finance important facilities hitherto lacking. Especially it is to be 
hoped that it will become an increasingly close and valuable link in the co- 
operation of central banking institutions generally—a co-operation essential to 
the continuing stability of the world’s credit structure. 


ANNEX I. 
Suggested outline for the organization of the Bank for International Settlements. 


In Section III of the following outline, provision is made for an Organization 
Committee, which will have the duty of putting the bank project into effect. 
This outline has been drawn up for the benefit of the Organization Committee, 
which will have power generally to modify its provisions or to make substitutions 
for any or all of them, provided always that such modifications or substitutions 
shall not be inconsistent with the essential functions of the bank with respect to 
the Experts’ Plan as a whole. 


I. Purpose, Name and Location,—The bank organized under this plan shall be 
known as the “‘ Bank for International Settlements.” 

The purpose of the bank is to provide additional facilities for the international 
movement of funds, and to afford a ready instrument for promoting international 
financial relations. In connection with the German reparatio: annuities, it shall 
perform as trustee for the creditor countries the entire work of external adminis- 
tration of this plan; shall act as the agency for the receipt and distribution ot 
funds; and shall supervise and assist in the commercialization and mobilization 
of certain portions of the annuities. 

It shall be located in a financial centre hereafter to be designated. In selecting 
the country of incorporation due consideration shall be given to obtaining powers 
sufficiently broad to enable it to perform its functions with requisite freedom and 
with suitable immunities from taxation. 

II. Share Capital.—The authorized capital of the bank may be expressed in the 
currency of the country of domicile, and shall amount to the round equivalent 
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of $100,000,000. Upon the formation of the bank the whole authorized capital 


shall be issued, but only 25 per cent. of each share shall be then paid in. The ° 


Board of directors of the bank shall have power to call for the payment of further 
instalments; it shall also have the power to authorize an increase or a reduction 
in the total capital stock of the bank. 

In each country in which the shares of the bank may be offered for sale, the 
shares shall be issued through the central bank of that country or other agency 
to which the central bank offers no objection. In the seven countries to which 
members of the present committee belong, issues or allocations of shares shall 
always be made in equal amounts. 

The central banks of these countries, or banking groups not objected to by 
them, shall guarantee the subscription of the whole of the first issue in the round 
equivalent of $100,000,000; but they may agree with central banks or groups 
in other countries (particularly those interested in reparations) that an amount of 
the first issue not exceeding the round equivalent of $4,000,000 for each, and not 
exceeding the round equivalent of $44,000,000 in all, may be issued in other 
countries. 

In the event of an increase in the authorized capital and a further issue of 
shares, the distribution among countries shall be decided by a two-thirds majority 
of the directors of the bank on the above principles. In particular, the percentage 
of the total shares issued in the seven countries first mentioned above shall not 
fall below 55. 

Apart from countries interested in reparations only, countries which have, at 
the time an offering of shares is made, a currency stabilized on a gold or gold 
exchange basis may participate. 

The shares may be expressed in the currency of the country in which the bank 
is domiciled and shall state the amount of the share at the gold mint parity of the 
currency of the country in which they are issued; they shall be registered and 
continue*to be registered, but may be freely negotiated. Transfers of the shares 
after issue shall not affect the voting power reserved to the central banks as 
described below. Payments to the shareholders on account of dividends or at the 
liquidation of the bank shall be made in the currency of the country of domicile. 

The shares shall carry no voting rights, but voting rights corresponding to 
the number of shares originally issued in each country shall be exercised by the 
central bank of that country in the general meetings of the bank (taking 
the place of the general meetings of shareholders) which the representatives of 
the participating central banks will attend. 

The shares shall be entitled to participate in the profits of the bank as indicated 
in the section ‘‘ Distribution of profits.”’ 

III. Organization Committee.—F¥ or the purpose of taking the preliminary steps 
for putting the bank project into effect a temporary committee shall be created 
which will be known as the ‘Organization Committee.’”’” This committee shall 
be appointed by the Governors of the central banks of the seven countries to 
which members of the present committee belong. The Governor of each of these 
seven central banks shall be entitled to designate two members of the Organization 
Committee with due regard for the necessity of including in its membership 
persons versed in banking, the issue of bonds and the work of the present Com- 
mittee of Experts. If for any reason the Governor of any of these central banks 
shall be unable officiaily or unofficially to designate members of the Organization 
Committee, or refrains from doing so, the Governors of the remaining central 
banks shall invite two fellow-nationals of the Governor not participating, to act 
as members of the committee. The members thus selected shall have in all 
respects an equal vote in the work of the committee with members otherwise 
chosen. The decisions of the Organization Committee shall be taken by a three- 
quarters vote. 

As an essential part of its work the Organization Committee shall proceed with 
drawing up a charter for the bank, which shall be consistent with the provisions 
of the plan, and shall take such steps as may be necessary to ensure its timely 
granting or enactment by appropriate public authorities. 

The Organization Committee shall, until such time as the Board of Directors 
of the bank is appointed and takes office, proceed with the physical organization 
of the bank. It shall arrange, in accordance with the procedure prescribed in 
Section II, for the subscription of the capital stock, and in accordance with the 
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procedure prescribed in Section IV for the appointment of the Board of 
Directors. 

It shall call the first meeting of the Board of Directors and designate the 
temporary Chairman to preside at that meeting pending the election of the 
regular Chairman. It shall draw up the statutes for regulating the administra- 
tion of the bank and submit them to the Board of Directors for consideration. 
These statutes shall make provision for such matters as are usual in banking 
organization, and in particular provide for the following :— 

(1) The qualifications for membership on the Board of Directors. 

(2) The nature and duties of the permanent committees of the Board of 
Directors, including the Executive Committee. 

(3) The administrative departments to be created within the bank. 

(4) The time and place of the meetings of the Board of Directors and of 
the Executive Committee. 

(5) The form to be used for the convocation of the general meeting, as well 
as the conditions and the methods for exercising voting rights on the part of 
representatives of central banks. 

(6) The form of trust certificates which the bank shall issue to the creditor 
Governments under the Plan. 

(7) Provisions with regard to liquidation of the bank. 

The Organization Committee shall co-operate with the general organization 
committees provided for in this Plan. 

IV. Directorate and Management.—The entire administrative control of the 
bank shall be vested in the Board of Directors, whose duty it shall be to supervise 
and direct the operations of the bank and in general so to act as to carry out 
those purposes of the Plan committed to the administration of the bank. In 
particular, the Board of Directors 

(1) Shall have the right to adopt, modify, limit or extend the statutes of the 
bank in such a manner as shall not be inconsistent with the provisions of the Plan. 

(2) Shall have the power generally to modify the provisions contained in 
the outline of the bank’s organization or to make substitutions for any or all 
of them, provided always that such modifications or substitutions shall not be 
inconsistent with the essential functions of the bank with respect to the Experts’ 
Plan as a whole and with its existing engagements. 

(3) Shall appoint the chief executive officer of the bank, and fix his 
remuneration. 

(4) May appoint an Executive Committee and delegate such powers to it 
as may be provided for in the statutes of the bank. 

(5) May appoint advisory committees to deal with any questions upon 
which information or advice is desired. 

The functions of a director are incompatible with those involving national 
political responsibilities. The statutes of the bank shall make the necessary 
provision in order to avoid such conflict of functions. All the directors shall be 
ordinarily resident in Europe or shall be in a position to give regular attendance 
at meetings of the Board. 

The Board of Directors shall be made up in the following manner : 

(1) The Governor (or, as the case may be, the chief executive officer) of the 
central bank of each of the seven countries to which members of the present 
committees belong, or his nominee, shall be a director of the bank ex officio. 
Each of these Governors shall also appoint one director, being a national of his 
country and representative either of finance or of industry and commerce. In 
case the Governor of any central bank shall be unable to act either officially or 
unofficially according to the provisions of this paragraph, or refrains from doing 
so, action shall then be ‘taken in accordance with the alternative procedure 
given in Section XII of this outline. 

(2) During the period of the German annuities the Governor of the Bank of 
France and the President of the Reichsbank may each appoint, if they so desire, 
one additional director of his own nationality, being a representative of industry 
or commerce. 

(3) The Governor of the central bank of each of the other countries par- 
ticipating in the share ownership of the bank as provided in Section II of this 
outline, shall furnish a list of four candidates of his own nationality for director- 
ships. Two of the candidates on each list shall be representative of finance 
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and the other two of industry or commerce. The Governors in question may 
themselves be included in this list. 

From these lists the fourteen or sixteen directors mentioned in paragraphs (1) 
and (2) above shall elect not more than nine other directors. 

(4) From those first appointed, four groups of five directors shall be chosen 
by lot; their terms respectively shall end at the close of each of the first, second 
third, and fourth years from the establishment of the bank. Subject to this, 
the term of office of the directors shall be five years, but they may be reappointed. 

(5) In case of vacancy in a position on the Board of Directors arising from 
death, resignation or other causes, the vacancy shall be filled in the same 
manner as prescribed for original appointments. Ifa vacancy occurs before the 
expiration of a term, it shall be filled for the remainder of the term only. 

The directors shall elect a Chairman annually from among their own number. 
The Chairman’s duties shall be to preside at meetings of the Board of Directors. 
At the first meeting, until the Chairman shall have been elected, a member 
of the Board selected for the purpose by the Organization Committee shall 
act as Chairman. 

The ordinary decisions of the Board, including those involving elections, 
shall be made by a simple majority vote. In case of an even division the 
Chairman shall have a deciding vote. For decisions involving the adoption or 
amendment of statutes of the bank, modifications or substitutions in the present 
project for the organization of the bank, the distribution among countries of 
additional issues of stock in the bank, or other matters for which the statutes 
of the bank make appropriate provision, a two-thirds majority shall be required. 
Should a member not be able to attend a meeting of the Board, it will be open 
to him to empower one of his colleagues, by registered letter or by telegram, to 
vote for him and on his behalf. 

If decisions of the Board are disputed on the ground that they are incon- 
sistent with the provisions or intent of the Plan, recourse may be had to 
arbitration under the procedures laid down in Part 8 of the Plan. 

The chief executive officer of the bank shall select the officers and heads of 
the departments of the bank. For the latter the appointment shall be subject 
to the approval of the Board of Directors. 





V. Deposits—The bank, in carrying out its functions with respect to the 
facilitation of international settlements or in connection with the German 
annuities, shall have the right to receive deposits of a nature consistent therewith. 
The Board of Directors, or, as it may decide, the Executive Committee, shall 
consider applications to open deposit accounts, with authority to determine 
whether such applications come within the scope of the bank’s functions. 
Deposits shall be received in only those currencies which satisfy, in the opinion 
of the Board of Directors, the practical requirements of the gold or gold exchange 
standard. 

Any classification of deposits which the Board of Directors may set up shall 
include :— 

(1) Deposits on annuity account. These deposits the bank receives in its 
capacity as trustees for the creditor Governments. They shall be managed 
according to the procedure given in Section VIII of this outline. 

(2) Deposits from central banks. These may be either current account 
deposits or investments account deposits. 

(3) Deposits on clearing account. The bank shall have the right, subject 
to such terms and conditions as the Board of Directors may set down, to accept 
deposits from central banks for the purpose of establishing and maintaining a 
fund for settling accounts among them. Such deposits may take the form of 
gold deliveries at the counters of the bank or of gold held for its account under 
earmark by any central bank participating in the fund for clearing accounts. 

The terms under which central banks may enter the clearing system, the rules 
and regulations for its operation, and the rates of exchange at which gold is to 
be accepted as deposits in the clearing fund or to be withdrawn from it, shall be 
determined by the Board of Directors of the bank. 

(4) Deposits originating in the exercise of the bank’s functions in connection 
with the German annuities and tending to facilitate such functions. 

No such account shall be opened without the assent of the central bank of 
the country of which the prospective depositor is a national. If the Governor 
of the central bank in question (or his nominee) is present and voting at the time 
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the Board of Directors (or the Executive Committee) of the bank authorizes the 
opening of the account, his favourable vote shall be taken as giving the required 
assent. 

(5) Deposits constituting guarantee funds, as provided in Annex VIII 
and relative to the mobilization of the unconditional annuity. The interest and 
the share in the profits which will apply to these deposits are provided for in 
Annex VIII and in the section on profits in this outline. 

(6) Special deposit of the German Government. During the first 37 years 
the German Government shall maintain at the bank a non-interest-bearing 
deposit equivalent to 50 per cent. of the average deposit remaining in the annuity 
trust account, as described in Section VIII of this outline. This German 
Government deposit will not exceed roo million reichsmarks. 

The bank shall have the right to pay interest on deposits, but only on deposits 
not susceptible of withdrawal until at least one month from the time of deposit. 
The rate of interest to be paid will be determined by the Board of Directors, 
or, as the case may be, by the executive committee. In allowing interest on 
deposits, the Board of Directors shall give due consideration to the value of the 
services performed for the depositor and the size of the depositor’s balance. 

VI. Loans and Discounts and Investments.—The Board of Directors shall 
determine the nature of the operations to be undertaken by the bank. Such 
operations shall be consistent with the policies of the central banks of the 
countries concerned. The bank may in particular have the right (a) to deal 
directly with central banks, or (b) to deal through central banks which have 
agreed to act as its agent and correspondent, or (c) to deal with banks, bankers, 
corporations and individuals of any country in performing any authorized 
function provided the central bank of that country does not enter objection. 

Whenever any proposed credit operation affecting any particular market 
comes up for decision, the favourable vote of the Governor of the central bank 
concerned (or his nominees if the Governor is not present) sitting as a member 
of the Board of Directors or the executive committee, shall be taken as giving 
the assent of his central bank. If he declines to give his assent, the proposed 
credit operation shall not be undertaken in his market. 

Thus the bank may perform such functions as the following :— 

(1) To buy and to sell gold coin and bullion, to earmark gold for the account 
of central banks, and to make advances to central banks on gold as security. 

(2) To buy and to sell for its own account, either with or without its endorse- 
ment, bills of exchange and other short-term obligations of prime liquidity, 
including cheques drawn or endorsed by central banks or in respect of which 
three obligees are responsible. 

(3) To open and maintain deposit accounts with central banks. 

(4) To rediscount for central banks bills taken from their portfolios. To 
make loans to them on the security of such bills, or to make advances to them 
against the pledge of other securities up to such amounts and for such periods 
as may be approved by the Board of Directors. 

(5) To buy and to sell for its own account intermediate or long-term securities 
(other than shares) of a character approved by the Board of Directors. Its 
holdings of such securities at any one time shall not exceed the total of its paid-in 
capital and reserve funds. 

(6) To invest in Germany, with the assent of the Reichsbank, reichsmark 
funds standing to the credit of the bank at the Reichsbank which are not 
transferable owing to a declaration of transfer postponements. The bank may 
realize upon any such investments at its discretion unless at the time the invest- 
ment was agreed to by the Reichsbank some stipulation or arrangement affecting 
the possible sale was made a condition of such agreement. 

The income from any such investments and the proceeds of such investments 
if sold, shall be deposited to the credit of the bank at the Reichsbank. Such 
funds may be held as deposits under the conditions set out in Annex IV of the 
Plan or be reinvested consistently with the provision of that annex. 

If in the opinion of the Board of Directors of the bank, counter-obligations 
issued against its investments in Germany as collateral can be advantageously 
sold on non-German markets, their net proceeds shall be distributed to the 
creditor countries in such proportions and under the same conditions as would 
have applied in the case of normal transfer. The accounts of the creditor powers 
shall be charged with reichsmark cost of the securities alienated or pledged in 
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the course of any such transaction. If the Board of Directors of the bank 
decides that counter-obligations cannot be sold advantageously, the income 
and net proceeds of the investments when finally disposed of shall be distributed 
to the creditors. 

The foregoing power is in addition to the general powers of the bank to 
make and realize upon investments for its own account at any time, subject 
to the provision that such investments are to be made with the assent of the 
central bank concerned. 

(7) To issue its own obligations at long or short term, secured or unsecured, 
for the purpose of relending to any central bank, in each case upon the specific 
decision of the Board of Directors by a two-thirds vote. 

The investment powers of the bank shall never be used in such a way as to 
exercise predominant influence over business interests in any country. The 
Board of Directors shall guide the investment undertakings of the bank 
accordingly, and shall be entitled if necessary to make special regulations in 
this respect. 

VII. Trustee Functions : General Provisions.—The bank shall be trustee of 
the creditor Governments in dealing with the German annuities and shall have 
such general powers of administration consistent with the Plan as are necessary 
to the prompt and complete exercise of its duties in that respect. The 
organization committee shall draw up appropriate forms of trust agreement 
between the creditor Governments and the bank. ~ 

The trust functions of the bank shall include the following :— 

(1) Receiving and disbursing to the paying agents the service on the German 
External Loan, 1924. If arrangements can legally be made, the bank shall also 
act in the capacity of one of the trustees ar that loan. 

(2) Receiving from Germany the various certificates and obligations provided 
for in the Plan. The bank shall hold these certificates and obligations in safe 
keeping and shall issue to the creditors its trust receipts for such certificates 
and obligations. Upon the completion cf the payments called for under these 
certificates and obligations for any one year, the respective creditor Governments 
shall give their quittance to the bank which in turn shall give its quittance to 
the German Government cancelling and returning any coupons representing the 
payments made. 

(3) Receiving and distributing the service of the German annuities. The 
specifications of this function are given in Section VIII of this outline below. 

(4) Performing as regards deliveries in kind such functions as may be 
entrusted to it by the Governments in connection with the acceptance of the 
new Plan. 

(5) Dealing with the measures of safeguard provided in the Plan. Upon 
receiving notification from the German Government consistently with the pro- 
visions of the Plan, the bank shall convene the Special Advisory Committee 
whose composition, procedure and action are provided for in Section 8 (e) of the 
Plan. 

(6) Acting as trustee under trust agreements. The bank shall have the power 
to act as trustee under trust agreements entered into by it with the approval or 
on the initiative of its Board of Directors which has as its purpose the issue by 
the bank of trust certificates or other obligations against investments in securities 
pledged as collateral therefor. This power may be exercised in addition to the 
powers with respect to investments provided for in Section VI above. 

(7) Acting as trustee under special agreements. The bank shall be authorized 
to act as trustee under any special agreements among the creditor countries 
covering the repartition of the annuities or the guarantee of any parts of them. In 
particular, the bank shall have power to act as trustee under the agreements 
specified in Annex VIII of the Plan. The bank shall be authorized to pay interest 
on any guarantee fund deposited with the bank in connection with any such trust 
and to arrange the terms on which the deposit is to be received and the fund 
managed, all in accordance with the Plan. 

(8) Acting as trustee at the request of a creditor Government, the German 
Government or the central bank of any one of those countries. The bank shall 
have the right, upon the approval of the Board of Directors, to undertake any 
trust functions which any creditor Government or the German Government 
or any of their respective central banks proposes that it shall undertake, provided 
such functions are generally consistent with the purposes of the Plan. 
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VIII. Trustee Functions : The Bank as Depository for the Service of the German 
Annuities.—The bank in its capacity as trustee for the creditor Governments, 
shall receive and distribute the funds represented in the service of the German 
annuities. In fulfilling these functions the bank shall work in co-operation with 
the central banks of the countries concerned; the relations thus established shall 
be the ordinary relationships obtaining between a bank and its correspondent 
banks. 

The procedure for conducting these operations, subject. to the right of the 
Board of Directors of the bank to make modifications provided the general 
purposes of the Plan are observed, shall be as follows :— 

(1) The bank shall maintain on its books a general deposit account to be known 
as the annuity trust account. 

(2) The German Government shall be responsible for the payment to the 
bank instalments as provided in the Plan of all sums applicable to the service 
of the annuity. These payments shall be credited to the annuity trust 
account. 

The Organization Committee shall make the necessary provision whereby the 
reichsmark payments to the account of the bank at the Reichsbank in respect of 
the railway contribution shall be immediately released to the German Govern- 
ment against equivalent payment in foreign currencies to the annuity trust 
account. 

(3) Subject to the operation of the clauses of the Plan relating to transfer 
postponement, and except as the bank may request that payments be made in 
reichsmarks to the credit of its account at the Reichsbank described in paragraph 4 
below, the German Government shall make all payments on account of the 
annuity in foreign currencies. 

Payments in foreign currencies not on a gold or a gold exchange standard shall 
be made only with the consent of the bank. As a matter of business practice, 
the bank acting in advance of the payments dates may notify to the German 
Government or its agent the bank’s preferences with respect to the currencies in 
which payment may be made. In case the bank’s preferences are not complied 
with payment shall be made to the bank in the currencies of the seven countries 
whose nationals are members of the present Experts’ Committee divided as 
nearly as may be in proportion to their respective shares in that portion of the 
annuity accruing to them. 

(4) All reichsmark payments for credit to the annuity trust account shall 
be paid into an account of the bank at the Reichsbank. The bank shall be 
entitled to draw upon it in making all reichsmark payments necessary for the 
operation of the Plan, including payments for administrative expenses incurred in 
Germany, payments for deliveries in kind and any other disbursements on annuity 
account. 

The bank shall also be entitled to withdraw reichsmarks from this account or 
to deposit reichsmarks in it in the course of conducting operations referred to in 
paragraph 14 below, and it may open other accounts at the Reichsbank for use 
in connection therewith. Such additional accounts shall be operated according 
to ordinary business principles. The bank shall have available at all times 
sufficient funds in reichsmarks to cover current requirements on account of 
payments for deliveries in kind. 

(5) The bank shall give its receipt to the German Government for all sums 
which it pays or causes to be paid into the annuity trust account in the course of 
carrying out its obligations under the Plan. The receipt of the bank shall make 
note of the currencies received, but credit shall be given in the reichsmark 
equivalent to those currencies. 

The German Government undertakes for the purpose cf the present pro- 
visions, as well as for the general purposes of the Plan, that the reichsmark shall 
have and shall retain its convertibility into gold or devisen as contemplated in 
Section 31 of the present Reichsbank Law and that for these purposes the 
reichsmark shall have and shall retain a mint parity of 1°2790 kilogram of fine 
gold as defined in the German Coinage Law of 30th August, 1924. 

Sums paid in foreign currencies into the Annuity Trust Account shall be 
calculated in terms of reichsmarks at the average of the middle rates (Mittelkurs) 
prevailing on the Berlin Bourse during the half-monthly period preceding the 
date of payment. 
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the Annuity Trust Account by the German Government or on its behalf shall under 
normal operation of the Plan constitute a complete and sufficient discharge of 
the obligations of the German Government with respect to such payment. If, 
however, transfer postponement should be in whole or partial effect, the bank’s 
receipt giving credit in reichsmarks shall constitute a complete and sufficient 
discharge of the obligations of the German Government with respect to all pay- 
ments into the Annuity Trust Account made in foreign exchange, and with 
respect to such portion of the payments made in reichsmarks as in the opinion 
of the bank provide current funds for deliveries in kind or services. As 
to the remainder, the receipt of the bank shall be in the nature of a temporary 
acknowledgment only. 

(7) Withdrawals from the Annuity Trust Account shall be made in accordance 
with provisions to be made by the Organization Committee. The bank shall 
pay no interest on funds deposited in the Annuity Trust Account. 

(8) All disbursements for reparation purposes shall be charged against the 
annuity trust account. A first charge against that account shall be the service 
currently due on the German External Loan, 1924. The Board of Directors shall 
be entitled also to charge against the account such sums as they deem to be 
fair compensation for the services performed by the bank and such out of pocket 
expenses as it incurs in administering the Plan. 

If, in the opinion of the directors, such service charges or costs cannot be 
equitably charged to the account as a whole, they shall be entitled to allocate 
them in such proportions as they see fit to the individual shares of any of the 
creditor countries. 

(9) After charging against the annuity trust account the items referred to in 
the preceding paragraph and such other items as may be properly chargeable 
to the annuity as a whole, the bank shall proceed in the following manner with 
the distribution of the remainder of the available funds to the accounts of the 
several creditors in accordance with the provisions of the Plan. 

(10) During such period of time as payments for deliveries in kind and pay- 
ments under Reparation Recovery Act and similar procedures continue to be 
made, the bank shall make available to the several creditor countries reichsmark 
credits, which shall be utilized subject to the applicable provisions of the Plan. 

(11) The bank, out of each instalment paid into the annuity trust account, 
shall set aside and accumulate funds for the payment of service on any bonds 
issued and outstanding which represent commercialized and mobilized shares 
in the annuity. 

Funds required for this purpose shall be charged against the accounts of the 
creditor countries in proportion to their respective interests in the bonds for 
which service is being accumulated. At a suitable time in advance of the dates 
fixed for the payment of interest to the bondholders the bank shall pay to the 
paying agents the amounts due in interest, and shall make disposition according 
to the terms of the bond of funds required for purposes of amortization. 

(12) Out of the sums remaining in currencies other than reichsmarks, and 
after providing for any other charges called for under the Plan, the directors 
of the bank shall distribute such aggregate amounts as they may determine to 
the creditor countries, divided according to the proportions agreed upon among 
the respective Governments. 

In withholding any sums from distribution and in fixing the dates at which 
distribution is effected, the directors of the bank shall be guided on the one 
hand by the need for prompt action in the interests of the creditor countries, 
and on the other by the interests of the Plan as a whole, including due con- 
sideration to the bank by way of compensation for its services in managing the 
annuity. 

(13) The bank shall make <listribution of cash by crediting the accounts 
which the central barks of the several creditor countries maintain with it, 
notifying them simultaneously that such credits are for the accounts of their 
respective Governments. The bank shall notify the proper financial authorities 
of the creditor countries when such credits have been made, and shall obtain 
receipts from them accordingly. 

(14) The bank shall have the right to buy for its own account or for other 
trust accounts any reichsmarks held in the Annuity Trust Account, giving foreign 
currencies in return. The foreign currencies thus acauired by the Annuity 


(6) The bank’s receipts giving credit in reichsmarks for payments made into _ 
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Trust Account shall be available for distribution to the creditor countries under 
the conditions specified in the preceding paragraphs. The reichsmarks which 
the bank acquires shall be used only as the Plan provides. 

(15) The bank, at the close of each business year, or more frequently if 
requested, shall give to the financial authorities of each creditor country a full 
accounting showing the disposition of its share in the annuity. 

As soon as any country has received its full share in the annuity for any one 
year, its proper financial authority shall give to the bank his acknowledgment 
and shall enter the same upon the trust receipt provided for in paragraph 2 of 
Section VII of this outline. Such acknowledgment shall constitute a full and 
sufficient discharge to the bank with respect to the annuity covered by it. 


IX. Agency Functions.—The bank shall be qualified, on terms to be mutually 
agreed upon, to act as agent and correspondent of any central bank, and to 
appoint any central bank to act as its agent and correspondent. The services 
to be performed by either or both parties under such agreements shall be subject, 
so far as the bank’s interest is concerned, to the approval of its Board of Directors 
and may include the purchase and sale of gold, of bills of exchange and other 
securities, the earmarking of gold, the exchange of information and advice, 
and the transaction of any business consistent with the functions of the bank 
under the Plan on the one hand and within the lawful functions of the central 
bank on the other. 

The bank shall act as agent of any creditor Government in mobilizing any 
parts of the annuities, and in managing the service of bonds issued in connection 
with any such mobilization. The procedure for conducting the bank’s share in 
such operations, subject to the right of the Organization Committee or the 
Board of Directors of the bank to make modifications provided the general 
purposes of the Plan are observed, shall be as follows :— 

(1) Upon the request of the creditor Governments, or any of them, the 
bank shall initiate operations for marketing bonds, if after examination it 
considers market conditions warrant such operations. Such operations may 
take place in the international markets, or may be restricted to the domestic 
market or markets of the countries concerned in the proposed mobilization, as 
the Board of Directors may decide. In determining the markets where offerings 
are to be made, the bank shall make inquiries from the central banks concerned, 
and if any central bank offers explicit objection to an offering being made in 
its own market, the directors shall decide accordingly. 

(2) The bank shall proceed to carry out requests from any creditor Govern- 
ment for the creation of bonds to be issued on its domestic market in connection 
with conversion operations up to an amount represented in its share in the 
annuities. Each State shall be free to offer such bonds on its own market on 
whatever conditions it can obtain. 

(3) If in the opinion of the bank the time is opportune for an issue of bonds, 
even if no request for mobilization has been received, the bank may inform 
the creditor Governments accordingly. 

(4) If the creditor Governments so request the bank shall arrange with 
issuing bankers the conditions upon which bonds are to be issued on the open 
markets either of one or of several countries, as the case may be. The bank 
shall fix the minimum price at which such issues shall be made, and it shall 
supervise the execution of the loan contracts. 

(5) If bonds are issued against the annuity shares of more than one country, 
the proceeds shall be deposited with the bank, which shall then distribute the 
proceeds to the creditors according to their participation. The handling of the 
service of issued bonds shall be carried out as provided in the preceding section 
of this outline, and in Annex III. 

(6) Apart from the operations described above, the bank may conduct 
any other operations (such, for instance as contango operations on bonds 
issued against the annuities advances on coupons, etc.) as are involved in the 
supervision of transactions relating to these bonds and their service. 

X. Reserve Requirements.—The bank, since its deposits in part will be 
derived’ from central banks, shall be administered with particular regard to 
maintaining its liquidity. For this purpose the bank shall observe the following 
reserve requirements :— 

(1) Deposits on clearing account. All funds held by the bank on clearing 
account, whether gold in vault or gold under earmark for the bank’s account in 
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central banks, shall be reserved for exclusive use in effecting settlements among 
the depositaries in the account. 

(2) Deposits payable on demand. Against such deposits the bank shall 
hold a minimum of 40 per cent. in gold or in devisen at their gold value. Devisen 
eligible as reserve against demand deposits shall consist of bank-notes, prime 
bills of exchange having not more than go days to run of a character which 
central banks ordinarily buy for their own account, and cheques payable on 
demand drawn or endorsed by central banks or in respect of which three obligees, 
including a bank of known solvency, are responsible. 

All devisen included in the foregoing classifications shall be denominated in 
currencies which satisfy, in the opinion of the Board of Directors, all the practical 
requirements of the gold or gold exchange standard. Gold in transit, or devisen 
satisfying the foregoing requirements which are in process of collection, may be 
counted as reserve. 

(3) Deposits on investment account (time deposits). Deposits payable in 
fifteen days or less shall be classified as demand deposits and be subject to the 
reserve requirements specified in the preceding paragraph. Against investment 
account deposits of longer maturity the bank shall hold a minimum of 25 per 
cent. in gold or in devisen at their gold value. Devisen eligible as reserve against 
investment account deposits shall meet the same requirements as those eligible 
as reserve against demand deposits. 

If the Board of Directors is of opinion that these reserve requirements should 
be altered, they shall have the right by a two-thirds vote to increase, diminish 
or otherwise modify them consistently with sound banking principles. 

DIVISION OF PROFITS. 

XI. Distribution of Profits—The yearly net profits of the bank shall be applied 
as follows :— 

(1) Five per cent. of the yearly net profits shall be paid to the legal reserve 
fund of the bank until that fund reaches an amount equal to 10 per cent. of the 
paid-in capital stock of the bank as it may stand from time to time. The legal 
reserve fund on the liquidation of the bank shall be merged with the general 
reserve fund. 

(2) After making the foregoing provision for the legal reserve fund, the yearly 
net profits shall be applied to the payment of an annual dividend up to 6 per 
cent. on the paid-in share capital. This dividend shall be cumulative.. 

(3) Twenty per cent. of the remainder shall be paid to the shareholders until a 
total maximum dividend of 12 per cent. is reached. The Board of Directors of 
the bank shall have the right in any year to withhold all or any part of this 
addition to the regular dividend, and to place it to the credit of a special dividend 
reserve fund for use in maintaining the cumulative dividend provided for in the 
preceding paragraph, or for subsequent distribution to the shareholders. 

(4) After making provision for the foregoing, one-half of the yearly net profits 
then remaining shall be paid into the general reserve fund of the bank until 
it equals the paid-in capital. Thereafter 40 per cent. shall be so applied until 
the general reserve fund equals twice the paid-in capital; 30 per cent. until it 
equals three times the paid-in capital; 20 per cent. until it equals four times the 
paid-in capital; 10 per cent. until it equals five times the paid-in capital; and 
trom that point onward, 5 per cent. 

The general reserve fund shall be available for meeting any losses incurred by 
the bank. In case it is not adequate for this purpose, recourse may be had to the 
legal reserve fund provided for under paragraph 1. In case the general reserve 
fund, by reason of losses or by reason of an increase in the paid-in capital, falls 
below the amounts provided for above after having once attained them, the 
appropriate proportion of the yearly net profits shall again be applied until the 
position is restored. 

Upon the liquidation of the bank, the balance in the general reserve fund shall 
be divided among the shareholders. 

(5) The remainder of the yearly net profits after meeting the foregoing 
requirements shall be paid in to special funds as follows :— 

(a) Seventy-five per cent. to the Governments or central banks of the creditor 
countries or of Germany which maintain time deposits at the bank withdrawable 
in not less than five years from the time of deposit, and after four years on not 
less than one year’s notice. The fund shall be disbursed annually in amounts 
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proportionate to the size of the deposits maintained by the respective Govern- 
ments or central banks aforesaid. The directors of the bank shall have power to 
determine the volume of each of these deposits which would justify the 
distribution provided for. 

(b) Twenty-five per cent. to be used to aid Germany in paying the last 22 
annuities, provided the German Government elects to make a long-term deposit 
with the bank withdrawable only on the terms specified under sub-paragraph 
(a) above and amounting to the minimum sum of 400,000,000 reichsmarks. If 
the German Government elects to make such long-term deposit amounting to a 
sum below 400,000,000 reichsmarks, the participation of the German Government 
shall be reduced in proportion, and the balance shall be added to the 75 per cent. 
in sub-paragraph (a). 

The fund shall carry compound interest at the maximum current rate paid by 
the bank on time deposits. If the fund should exceed the amount required to 
pay the 22 last annuities, the balance shall be distributed among the creditor 
Governments in proportion to their out-payments during that period. In case the 
German Government elects not to make any such long-term deposit, the fund shall 
be distributed as provided in sub-paragraph (a) above. 

XII. General Provisions—Any balances remaining in the hands of the Agent- 
General for Reparation Payments on the winding-up of his accounts shall be 
transferred to the bank for credit to the annuity trust account, subject, of course, 
to the respective interests of the creditor countries therein and to any claims and 
commitments which may be outstanding at the time. 

The relations of the Reparation Commission with Germany will be terminated. 
The bank shall take over as promptly as possible such functions of the Reparation 
Commission with respect to Germany as are required under the provisions of the 
Plan; and also such functions of the Agent-General for Reparation Payments, the 
Trustees and Commissioners holding office under the Experts’ Plan of 1924, or any 
of them, as may be required under the provisions of the Plan, all according to 
the general scheme given in Part 6 of the Plan and Annex V. 

If in any country there is more than one bank of issue, the term “central 
bank” as used in this outline shall be interpreted to mean the bank of issue situated 
and operating in the principal financial market of that country. 

If in the process of organizing the bank or in the performance of its functions 
after establishment it is found that the central bank of any country or its 
Governor is unable to act officially or unofficially in any or all of the capacities 
provided for in this outline, or refrains from so acting, alternative arrangements 
not inconsistent with the laws of that country shall be made. In particular, the 
Governors of the central banks of the countries whose nationals are members of the 
present committee, or as many of them as are qualified to act, may invite to 
become members of the Board of Directors of the bank two nationals of any country 
the central bank of which is eligible under this outline to take part in forming the 
Board of the bank but does not do so. 

The two nationals of that country upon acceptance of the invitation shall be 
qualified to act in the full capacity of directors of the bank as provided in this 
outline. Further, the directors of the bank shall be authorized to appoint in lieu 
of any central bank not exercising any or all of the functions, authorities or 
privileges which this outline provides that central banks make or shall exercise, 
any bank or banking house of widely recognized standing and of the same 
nationality. 

Such bank or banking house, upon appointment and acceptance, shall be 
entitled to act in the place of the central bank in any or all capacities appropriate 
to central banks under this outline, provided only that such action is not 
inconsistent with the laws of the country in question. 

The balance-sheet and accounts of the bank shall be audited each year by 
independent auditors of recognized standing, who shall be appointed by and report 
to the Board of Directors. 

In case the measures proposed in the plan with respect: to the avoidance of 
double and triple taxation of the bank are not fully in effect when the bank begins 
operations, the Board of Directors shall deal with the matter within its discretion. 

If any administrative act of the bank or any decision of the Board of Directors 
is disputed on the ground that it is inconsistent with the provisions or intent of 
the Plan, recourse may be had to arbitration under the general provisions for 
arbitration. 
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The Young Committee’s Scheme 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


solution they found for the problem of reparations 

is sufficiently satisfactory to compensate for the 
long weeks during which one often lost hope of a settle- 
ment being reached. The conclusions of their report, 
and the schedule of payments they propose, will not 
presumably be opposed by the Governments concerned. 
French opinion did not appear to be too disappointed by 
the smallness of the amount left to the French Treasury 
after the payment of the inter-Allied debts. Since the 
days of 1919, when bold Governments raised hopes to 
receive hundreds of milliards of gold marks, the disappoint- 
ments followed each other with such force and regularity 
that the pessimists expected to see the day when France 
would have to pay out of its own resources part of the 
inter-Allied debts, and would, indeed, be burdened by 
the whole cost of reparations. Should the Young scheme 
become definitive this will not be the case. The French 
taxpayer will not, however, be relieved of all the con- 
sequences of the war. Far from it. The present value of 
receipts on the basis of the Young scheme is 38 milliards 
of gold marks; France will receive 19,367 millions. The 
payment of inter-Allied debts (11,792 millions) will leave 
a balance of 7,575 millions gold marks for reparations. 
Up to 1928, France spent on the reconstruction of war 
damages about 15 milliards of gold marks, and there is 
left to be spent another 1} milliards, making a total of 
164 milliards. The German payments will cover less 
than half of that amount. 

Undoubtedly, under different headings, Germany has, 
since 1918, paid France about 5} milliards gold marks. 
The above figures of war damages do not include, how- 
ever, the amount of war pensions. According to the 
Treaty of Versailles, these have to be borne by Germany. 
Up to 1928 they amounted to about g milliards gold 


7 HE experts have at last finished their work, and the 
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marks, and will require in future another ro milliards. 
Taking all this into consideration, the German payments 
will cover altogether somewhat over one-third of the 
reparation claims. The figures fixed by the experts 
thus appear very moderate so far as French claims are 
concerned. 

If one rises above monetary considerations and ex- 
amines the settlement in the light of history by means of 
comparing it with that of the war of 1870, one has to 
reach the same conclusion. In consequence of a war 
which devastated Belgium and ten French provinces, 
and which cost France 1,500,000 men, Germany will pay 
the Allies 54 milliards gold marks, which, including the 
payments already made, equal 67 milliards gold francs. 
In conclusion of a war of six months when German terri- 
tory was not touched, and Germany lost only 49,000 men, 
Germany claimed from France 5 milliards gold francs. 
Let us leave aside the devastations in France, which, 
though not comparable with those of the last war, were 
considerable, and also the 238,000 Frenchmen lost on the 
battlefield and in the hospitals, and also the two annexed 
provinces. Let us’compare only the losses suffered by 
Germany in 1870 and those suffered by France in 1914 
to 1918. If 49,000 men were worth an indemnity of 
5 milliards, 1,500,000 men represent an amount of 150 
milliards. 

But do not let us insist upon this sad calculation. Let 
us consider the problem as one purely of economics. 
What do the 5 milliards of 1871 represent today ? Taking 
for basis the world production of gold (195 metric tons 
in 1870, and 692 in 1913) they may be estimated at about 
174 milliards. If one compares the industrial activity 
of France in 1870 and 1913 on the basis of the coal con- 
sumption (18 million tons in 1870 and 64 millions in 1913), 
the 5 milliards of 1870 converted into their value of the 
last pre-war year are again to be estimated at 17} 
milliards. 

The 67 milliards of gold francs which constitute the 
definite indemnity payable by Germany represent thus 
approximately four times the indemnity paid by France. 
This proportion must be regarded as extremely modest. 
It leaves as the burden of the French taxpayer 112} 
milliards of francs for reparations and 140 milliards for 
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thecost of the war, making a total of 2523 milliards—-which 
is the major part of our internal debt The settlement of 
debts and reparations will leave, doubtless, an equivalent 
burden on the British taxpayer. The whole of Europe 
will bear the consequences of the disaster for a long series 
of years. 

Today, when the financial liquidation of the war has 
entered on a definite phase, ten years after the conclusion 
of the Peace Treaty, one cannot help thinking of all the 
opportunities that existed for a more rapid and more 
advantageous settlement of all these questions of repara- 
tions and inter-Allied debts. The uncertainty which pre- 
vailed since 1919 delayed the economic reconstruction 
of Europe. As far as France is concerned, if the considera- 
tion of the offers made in 1919 and Ig21 (by Count 
Brockdorff-Rantzau, offering to pay 100 milliards gold 
marks in several annuities, and by Herr Simons, offering 
to capitalize the German debt at 50 milliards gold marks) 
had resulted in a compromise similar to that of the Young 
Committee, which, as the figures show was possible, 
the partial commercialization of the annuities would have 
enabled us to reconstruct the devastated areas without 
upsetting budgetary equilibrium. It would have been 
possible to avoid feeding the Treasury by means of a 
deplorable system of inflation, and the monetary bank- 
ruptcy, through which the franc lost four-fifths of its 
value, could have been averted. As to Great Britain, 
the magnificent effort which she made to maintain the 
stability of sterling would have been less burdensome, 
and a considerable part of the difficulties she has to meet 
could have been avoided. 

Alas! the peace which has now been completed may 
be called, as the war which preceded it, the peace of missed 
opportunities. 


The extension of night-safe facilities proceeds rapidly. The 
Midland Bank Ltd. have now installed such facilities at 202 branches, 
of which 37 are in the London postal area. The Westminster Bank 
Ltd. have extended the facilities to another 13 branches. 

Barclays Bank (Dominion, Colonial and Overseas) have declared 
interim dividends for the half-year ended March 31, 1929, of 8 per 
cent. per annum on the Cumulative Preference Shares, and of 4 per 
cent. per annum on the “A” and “B” Shares, subject to Income 
Tax at 3s. in the f. 
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The Bank Manager 


This is the first of a regular series of articles to be devoted to the problems 
which Managers are called upon to solve. 





Fraud in Accounts 
By A. Lester Boddington 


T is an old axiom that there is nothing new in the world 
| and the truth of this is particularly impressed upon one 

when studying the classic cases of fraud; for very 
seldom does one find any really new departure, though 
many valuable lessons may be learned from a study 
of the methods used in their perpetration and detection, 
and the steps which have been or can be taken to prevent 
recurrence. 

Frauds of any nature contain some element of romance 
in the efforts of a rogue to defeat an organised system and 
to carve a place in the annals of notorious men. There 
is frequently an element of comedy such as made the 
whole country laugh when “ D. S. Windle”’ successfully 
worked his audacious scheme on the London and South 
Western Bank. But there is always a spice of tragedy 
when some career is brought to an end, as if the ingenuity 
displayed had been used in a legal manner the com- 
munity as well as the offender might been have benefited ; 
for it must be admitted that when a man can defraud his 
employers of a sum of no less than £170,000 (as was done 
by Goudie in the famous Bank of Liverpool frauds), 
he must possess some skill and ability. 

Frauds may be divided into two classes, viz.: (1) 
Spasmodic, and (2) Systematic. 

The first class.arises through some sudden need for 
money and a tempting opportunity, usually they do not 
involve very large sums, and generally they are not 
difficult to detect. But the second class is carefully 
thought out, skilfully worked, and may reach enormous 
proportions—as in the Bank of Liverpool case already 
quoted, the Millwall Docks. Fraud (where the total 
defalcations reached a figure of no less than £239,049), 
or the manipulations of the notorious Whitaker Wright, 
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who through the London and Globe Finance Corporation 
and its associated and kindred Companies involved a loss 
to shareholders of £5,000,000 and to creditors of nearly 
£3,000,000. 

Frauds may also be classified under two other 
headings: (a) Those which are carried out with a view 
to concealing an actual theft of money or money’s value; 
(b) Those which have as the main object the conceal- 
ment of the true results of the operations of the concern or 
the actual position at a given time. 

Generally speaking, the first involves misappropriation 
or embezzlement and the falsification of accounts, and is 
often the work of employees who are in financial difficul- 
ties. The second requires falsification only and is 
sometimes practised by Managers anxious to make 
appearances better than the actual, thereby to ensure the 
continuance of a remunerative post, or to obtain an 
increased salary; by partners desirous of concealing 
from their fellow partners a serious loss; by owners of 
businesses who desire to show a sound position to their 
creditors, to obtain loans on the strength of a false posi- 
tion, or to obtain a good price when selling the business ; 
or finally by directors anxious to maintain the standing 
and credit of the company by declaring dividends. 

Except in the case of the sale of a business for a price 
based on misleading figures, the frauds falling into the 
second group do not usually result in the perpetrator 
receiving any very large financial gain, as was clearly 
shown in both the Farrow’s Bank and City Equitable 
Fire Insurance cases. Yet this class of fraud is much 
more common than one would imagine, though it is often 
difficult to tell where misrepresentation (or even optimism) 
ends and fraud begins. 

Frauds of the first named seldom involve considerable 
sums unless systematic embezzlement occurs such as was 
practised in the Bank of Liverpool case. In this case a 
young ledger clerk named Goudie, having incurred losses 
through betting, began to forge cheques on an account 
under his charge and arranged for other banks to collect 
the proceeds. Having access to the Clearing Journals 
he checked the items there but omitted to post them in the 
ledger, subsequently offsetting the amount by a fictitious 
entry in the Journal which was also not posted. But 
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for the vigilance of a clerk of Lloyds Bank who raised a 
question relating to one of the forged cheques it might 
have remained undiscovered for a longer period. 

In a similar case the Manager of a branch of Barclays 
Bank carried out a fraud involving some £2,000 by 
opening a series of fictitious accounts on sore of which 
there were overdrafts representing the amounts he had 
misappropriated. 

In another case, a company with numerous branches 
was defrauded by a branch manager responsible for 
collecting amounts due to the company. He withheld 
sums collected by him for some days or weeks— 
subsequently passing credits to the customer for the 
amount when similar sums were collected from other 
people. This process, which is known as “ teeming and 
lading,” is very difficult to detect, except where a 
customer complains of a delay in crediting his account 
with payments made by him. The Manager had to pay 
all monies received into the local branch of the bank for 
the credit of his Head Office. When, subsequent to a 
complaint from a debtor that he had not been credited 
with a sum paid some days before the date on which 
the account was rendered, Head Office asked for an 
explanation, they were informed that the cheque had 
been overlooked and had been paid into the bank. 
Unfortunately for him, the cheque was dishonoured and 
returned in the usual way by the collecting banker to 
the Head Office of the company. They found that the 
cheque was not one drawn by the customer, but the 
personal cheque of the manager. 

Many frauds have been committed in connection 
with payments of wages, especially in cases where the 
workmen are engaged on operations at a distance from 
the office. These usually take one of two forms, viz. : 
(a) Increasing the amount shown as due to the workers 
by fictitious overtime or other allowances; (b) Showing 
non-existent workmen on the wage roll. In at least one 
case, a considerable sum was embezzled by the omission 
of the wages clerk to stamp the insurance cards of the 
workers, although he had received the requisite sums 
for that purpose. 

In nearly all these cases no adequate system of 
internal check was in force, or, if in existence, it was 
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not properly applied. Such loop-holes are to be depre- 
cated, as need must be accompanied by opportunity 
before a fraud can be committed. In small offices such 
a system of internal check is not feasible, but here the 
proprietors can observe the details of transactions. 

A fraud which is particularly difficult to detect is 
that where false allowances or discounts are used to cover 
defalcations, the full amount being collected from the 
debtor and a smaller sum actually recorded—the differ- 
ence being written off as an allowance. One im- 
portant Education authority in the home counties was 
defrauded in a similar manner by a school attendance 
officer entrusted with the fixing and collection of con- 
tributions from parents whose children were subject to 
institutional treatment. He reported amounts as irre- 
coverable, or arranged with the parents for a specified 
payment, and then recorded a lower sum. While 
the individual items were small, the sum total was 
considerable. 

The second class of fraud has attracted much public 
notice during recent years; and several important cases 
have occupied the attention of the criminal courts— 
including such outstanding examples as Farrow’s Bank, 
the City Equitable Fire Insurance Company, the Belgrave 
Cotton Mills, and Ner-Sag, Ltd. As with the London 
and Globe Finance Corporation, the method used was 
the manipulation of items appearing in the balance sheet. 
It will be remembered that, in the Farrow’s Bank case, 
the object of the fraudulent balance sheet was to conceal 
the true state of affairs, and to enable the company to 
retain the confidence of the public and their shareholders 
by the declaration of dividends which had not been 
earned. The procedure was to write up the value of 
holdings in various industrial companies to a figure 
which the directors thought represented their value to 
the Bank, and such a procedure was made easier by 
the fact that many such shares were not being dealt with 
on the Stock Exchange. The amount so written up 
was then treated as profit out of which dividends were 
paid. Between 1908 and 1920, this amounted to over 
£2,000,000—notable examples being the interest in the 
Dreadnought Portland Cement Co., Ltd., which cost the 
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Bank £70,674 14s. Id., but was increased to no less than 
£850,674 14s. Id; and the suspension of the Bank led 
to the winding up of the company. The holding in the 
Albion Industrial and Financial Syndicate, Ltd., for 
which the Bank paid £50, was valued at the time of the 
failure at £9,340. It is interesting to note that the Bank 
had paid Income Tax on these profits! In this case, 
the auditors had not performed their duties properly : 
for it is against all professional procedure to allow 
increases in the valuation of assets to be brought into 
account when ascertaining the amount of the profits, 
and the mis-statement in the accounts resulted in the 
auditor being indicted together with certain of the 
directors. The books also showed Loans to Directors of 
£229,117. Of this, only a small amount was recovered, 
as in some cases the borrowers pleaded the Statute of 
Limitations. 

In the case of the City Equitable Fire Insurance Co. 
the procedure largely consisted of mis-stating the assets 
of the company with the result that the balance sheet was 
made to show a better position. One example will suffice 
to illustrate the procedure. The chairman of the company 
was also the senior partner of the firm of stockbrokers 
who acted for it; and as the brokers were indebted 
to the company for a very large sum, and such an 
item would not improve the balance sheet, the brokers 
bought on behalf of the company £390,000 of Treasury 
Bills on the day before the close of the accounting period 
in 1920. But delivery of these Bills was never taken, 
nor were they paid for, and they were resold a day or 
two after the date of the balance sheet. This transaction 
resulted in the item of loans being reduced and that of 
Government Securities increased. In this case also there 
was a loan to the general manager of no less than 
£110,000, which was largely unsecured. 

As already stated one of the greatest and most 
interesting frauds was that of Whitaker Wright, who 
was in complete control of the affairs of the London and 
Globe Finance Corporation; for in this case considerable 
manipulation between related companies was practised. 
The parent company, for example, promoted the British 
America Corporation, Ltd., receiving £500,000 in fully 
paid shares for certain options and rights which the 
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London and Globe Company had agreed: to nates 
thirteen days previously for £100,000 in shares. The 
London and Globe Company then showed a profit of 
£400,000, less the costs of issuing, which amounted to 
£50,000. It is generally accepted in the accounting 
profession that in such cases no credit for profit be taken 
until the shares are converted into cash. Another 
company named the Standard Exploration Company was 
also formed to assist in the subsequent financial manipu- 
lations. The balance sheet of the London and Globe 
Company as at September 30, 1899, showed cash at 
bankers £534,000; but three days previously it had been 
only £29,000; and On October 24 (the date of the share- 
holders’ meeting) it had fallen to £56,000. On 
September 29 the London and Globe sold shares to the 
Standard Company for £158,000. Whitaker Wright 
signed the cheque which had the effect of transferring 
this sum from one company to the other, the procedure 
subsequently being reversed. By a series of similar 
transactions no less than £359,000 raised by the Standard 
Company found its way to the bankers of the London 
and Globe. At the same time liabilities of some 
£1,600,000 due by the London and Globe Company to 
their broker were transferred to the other companies in 
order to strengthen the position. The holdings of shares 
in other companies were valued at {2,332,632 os. Id. 
(counsel for the prosecution described the 1d. as being 
an artistic touch), and were stated by the directors to 
have been taken “sometimes at cost, sometimes at par.”’ 
Actually the shares held in the Standard Company were 
taken at a value of 20s. 3d. when they were changing 
hands in the market at 10s.; while those in the British 
America Corporation were valued at par in order to 
maintain the fiction of a profit having been made. Even 
if the shares when quoted were taken at the market value 
and the remainder at par securites were over- -valued by 
at least £750,000. 

It must be recognized that all these frauds were oulg 
rendered possible by lack of proper check on operations 
or by leaving too much power in the hands of one man, 
but personality is something which is subject to no law, 
and it is difficult to prevent a clever rogue from imposing 
on his fellow men. 
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Bankers and the Law 


N giving to our readers an outline of the Agricultural 
| Credits Act, 1928, we invited information and hints as 
to its chance of success in working. And already we 
are in possession of facts that do not give very hopeful 
promise of the speedy employment of this new security 
for short-term credits open to farmers from their bankers. 
It is apparent that, quite apart from the very conservative 
habits of the farmer himself, there are two points that 
operate to restrict the present use of the farmers’ ‘“‘ deben- 
ture” created by the Act. The first of these is the farmers’ 
objection to registration of the agricultural charge at the 
Land Registry and the degree of publication of such 
charges permitted by the Act. The farmer’s credit is a 
tender thing, especially when it is remembered that as a 
rule farmers pay only at long intervals and as and when 
the realization of their crops and stock enable them to pay. 
For years some of the banks operating in country 
districts have had but little solid security for farmers’ 
overdrafts save the character of the man himself. Bills of 
sale on his chattels needing registration obviously would 
have ruined the customer’s credit. So, too, he now feels 
that the registration of this new agricultural charge would 
have a similarly disastrous effect. The register is open to 
the inspection of any person and copies and extracts may 
be taken. 

It is true that there is prohibition of “printing for 
publication or publishing any list of agricultural charges 
or of the names of farmers who have created agricultural 
charges,” and a heavy penalty for breach of this restric- 
tion (section 10 of the Act). In vain is the farmer’s 
attention called to that, for there is a special saving clause 
in the section defining “publication”’ and “publish”’ as 
meaning the issue of copies to the public while leaving 
open publication by trade associations to members in the 
district where the charge is created. Here are the words : 
“the confidential notification by an association represen- 
tative of a particular trade to its members trading or 
carrying on business in the district in which property 
subject to an agricultural charge is situate of the creation 
of the charge shall not be deemed to be publication for 
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the purposes of this section.”’ Now, this is just the kind 
of publication which the farmer says will injuriously 
affect his credit. Representative auctioneers and bank 
managers inform us that this is a real bar to the general 
adoption of this new form of security by farmers who, at 
present, owing to the easy terms of credit they get from 
the traders they deal with, have to carry on with a 
minimum amount of assistance from their banker—and 
all without any publication or open notification of the 
fact or extent of the accommodation they are obtaining. 

The idea of those who framed and supported the new 
Act was that modern modes of finance should be adapted 
to farming and that by a plain, simple means of affording 
security on the farmer’s assets capital should be available 
for the farmer more freely as in the case of other industrial 
concerns. But for generations farmers have been long 
and slow payers, but fairly sure. They have a long credit 
with auctioneers, traders, and others in their district, and 
while they are rather unbusinesslike as to their book- 
keeping and inexact as to their capital and income figures, 
they manage to scramble along in their own way. It is 
likely to prove a difficult task to tempt them to adopt the 
safer and more satisfactory mode of placing their banker 
as their main creditor with the security of crops and stock. 
What is sometimes called our “premier industry”’ is 
notoriously impatient of that exactitude and precise 
mode of costing and working that we associate with a 
well-regulated industrial concern. 

The second point we refer to concerns the position of 
the banks themselves as created by section 12 of the Act, 
embodying the temporary provision as to advances out- 
standing at the passing of the Act, August 3, 1928. It 
will be recalled that as regards loans or overdraft out- 
standing at his bank at that date any agricultural charge 
created under the Act will (until January 1, 1931) fail 
to cover—and the section is so phrased as to cover any 
reduction by payments in. For until January 1, 1931, an 
agricultural charge is enforceable only in respect of 
moneys advanced in addition to and in excess of a sum 
equal to the amount of advances outstanding on August 3, 
1928. Hence, for the time being, in actual practice where 
at August 3, 1928, a farmer had outstanding an amount 
which represented his normal needs the banker can get 





38 














$ 
f 





TES OCR REET AL 


ER 


BANKERS AND THE LAW 39 


no benefit from the new security as regards that amount, 
the new security extending only to cover any excess over 
that amount. This being so, bankers are not, we assume, 
encouraged to take a charge that (up to January 1, 1931) 
offers no advantage as regards existing indebtedness. One 
odd result of the provision of the Act as it stands is pointed 
out by one of our correspondents, who writes : “It would 
appear that were a farmer desirous of doing so he could 
by transferring his overdrawn account to another bank, 
create in favour of the new bank an agricultural charge 
that would suffice to cover the whole amount of the 
advance. Thus, supposing one of my farmer customers, 
whose account was in debt £200 at August 3, 1928, gives 
me a charge under the Act, it does not affect that £200 
until January I, 1931. But he can, by transferring to a 
rival bank, obtain his accommodation and pay me off, 
and an agricultural charge given to the new bank operates 
at once as security for the whole.’’ We see no reason to 
differ from the view of this correspondent. 

But speaking of the Act generally we do not altogether 
share the view so frequently expressed that it will prove 
of little utility. Notwithstanding registration of the 
charge, country bank managers will no doubt find as 
time goes on a gradual growth of the number of applica- 
tions for agricultural credits secured by charges under the 
Act. Much will depend on the attitude of the bank 
managers themselves as instructed by their respective 
Boards. It cannot be denied that the opportunity of 
substituting bank credit more largely for the rough-and- 
ready system of finance by auctioneers and traders dealing 
with the farmer if more largely used will prove to the 
ultimate advantage both of the banks and of the farming 
community. 

A recent case in chambers raised the question of the 
right of a bank to close summarily a current account in 
credit. There were reasons, deemed by the bank sufficient, 
to make it advisable to dissociate themselves from the 
particular customer involved and they gave him notice 
to at once close the account save as to any cheques out- 
standing and dated on or before the day of the notice. 
At the same time they informed him that the balance of 
£241 Ios. 6d. standing to his credit would be paid to him 
on his written order, but could not after the said date be 





40 THE BANKER 


held otherwise than as a total balance due to him alone in 
toto. There were no special circumstances as in the case 
of Lloyds v. Prosperity Co., discussed before Mr. Justice 
McCardie. The customer sought to contend that he was 
entitled to reasonable notice of termination and that 
summary notice, saving only cheques outstanding, was 
not reasonable. The matter arose in chambers on an 
application to strike out the statement of claim as dis- 
closing no reasonable cause of action. No special damage 
was alleged, nor, it was admitted, could be raised. The 
application to ‘‘strike out” was refused, but we under- 
stand the case has since been settled. Obviously this 
course must have ensued on proper advice. For, in truth, 
without special damage being proved we cannot imagine, 
whatever the strict legal right may be determined to be, 
that any Court would regard with sympathy a purely 
technical point of this kind. Lord Justice Atkin (now 
Lord Atkin), in the Joachimson case, 1921 K.B., in his 
summary of the contract between banker and customer, 
put the matter no higher than the cause pursued by the 
bank—to give ‘“‘reasonable” notice, which he interpreted 
as covering any outstanding orders to pay. Although, as 
in the Prosperity case, it seems that special circumstances 
may at times extend the meaning of ‘‘reasonable,” the 
general rule surely is well stated by Lord Justice Atkin. 

A recent action instituted against a bank has been 
withdrawn (doubtless upon the advice of counsel) after 
defence delivered, the bank asking for no costs. Had it 
proceeded to trial the case would have raised again a point 
that has been much commented upon by authorities on 
banking law—namely, the effect of a sudden increase in a 
customer’s account by the payment in of cheques for 
comparatively large amounts as putting the banker on 
inquiry when sued for conversion by the true owner of 
the cheques. The facts were simple. A retired builder, 
B, whose account at the defendant bank was worked 
on a small scale since his retirement—three months 
previous—suddenly blossomed into larger figures by the 
payment in for collection of three crossed cheques at 
intervals of about a month—each cheque for £150. 
These cheques were drawn by a certain company and 
made payable to one X, or order, in payment for goods. 
B appears to have got hold of these cheques by an 
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ingenious fraud and to have obtained X’s indorsement in 
blank and then instead of utilizing them as X had agreed 
with him, he pays them into his own account for collec- 
tion, and in effect robs X. Of course, B was not worth 
powder and shot, so X sued the collecting bank for 
conversion. 

It seems that prior to his retirement B had often paid 
into his own account X’s cheques in the course of his 
business as a builder, but never for large amounts. The 
bank naturally relied on section 82 of the Bills of Exchange 
Act and pleaded no negligence. On the other hand, there 
was the fact that B had retired from business and that the 
amounts of the cheques were larger than he had paid in 
before. In view of the mixed tendency of the Courts today 
—some judges putting a very high standard of care upon 
collecting banks, others taking a more businesslike view— 
it would have been interesting to see how this case would 
have been determined. It is a question of fact and degree 
in every case, and often not very satisfactory decisions 
are come to. 





New Appointments 


Colonel H. Le Roy-Lewis, C.B., C.M.G., D.S.O., has been elected 
to the Board of the Midland Bank, Ltd. 

Mr. A. Harold Bibby, D.S.O., a partner in Bibby Brothers & Co., 
Liverpool, has been elected to a seat on the board of Martins Bank, 
Ltd. 

Mr. Robert K. Blair, W.S., of Messrs. Blair and Cadell, Edinburgh, 
has been elected to a seat on the board of Lloyds Bank, Ltd. 

Mr. Francis Lawrence Bland, Mr. Lionel Gurney Buxton, and 
Mr. Quintin Edward Gurney have been elected to the board of 
Barclays Bank, Ltd. 

Mr. Charles Edward Barnett, a director of Lloyds Bank, Ltd., 
has been elected a director of the Yorkshire Penny Bank, Ltd. 

Mr. Clive L. Baillieu has been appointed a director of the English, 
Scottish, and Australian Bank, Ltd. 

Mr. J. G. Manzi Fe has resigned the position of Managing Director 
of the British Italian Banking Corporation. 

Mr. G. P. A. Lederer and Mr. H. Wrighton have been appointed 
Joint General Managers of the Midland Bank, Ltd. Mr. C. B. Allen 
and Mr. J. H. Parry have been appointed Assistant General Managers. 

Mr. G. H. Chattaway has been appointed Secretary, and Mr. J. 
McMillan Assistant Secretary and Registrar of Lloyds Bank, Ltd. 
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Table I GOLD HOLDINGS OF CENT] 


(IN MILLIONS OF £) 













































































s FRANCE 
ENGLAND| U.S.A. : | | BELGIUM NETHER- |pENMARK| NORWAY | SWEDEN r 
At Home Abroad j 
| | 4 
1926 | 
MARCH .. 144-2 575-2 146-1 73-9 10-9 35°5 11-5 8-1 12-6 ; 
APRIL oe 145-1 571-9 146°1 73-9 10-9 35-4 11°5 8-1 12-6 
May 7 147-0 573°8 146°1 73°9 10-9 35°3 11-5 8-1 12-6 j 
JUNE xi 148-6 582-2 146-1 73°9 10-9 35°7 11°5 8-1 12-6 2 
f 
1927 + 
MARCH .. 149°3 619-2 146-0 73-9 18-0 34-6 10-6 $-1 12-3 
APRIL... 151-6 622-8 146-0 73-9 18-1 34-6 10-6 8-1 12-2 
May oe 153-8 630-9 146-0 18-3 18-2 34°6 10-6 8-1 12-2 
JUNE oe 150°5 617-7 146-0 18°3 18-4 34°3 10-6 3-1 12-2 
1928-29 
MARCH .. 156-9 573°0 145-9 18-3 21-4 35-9 10-0 8-1 12-8 
APRIL... 157-4 564-5 145°9 18-3 21:7 35-9 10-0 8-1 12°38 
May os 160-3 552-8 145°8 18-3 22-0 35°9 10:0 8-1 12-8 : 
JUNE . 165-7 530-2 145-8 18-3 22-5 35-9 190-0 8-1 12-7 g 
JULY oe 173-2 533-2 236-7 22-9 35°9 10-0 8-1 12-7 7 
AUGUST .. 171-4 536-9 243°5 23-0 35°9 10-0 8-1 12-7 A 
SEPTEMRER 173-9 540-0 245-0 23-0 25-9 9-5 8-1 12°6 ; 
OCTOBER. . 165-1 539°3 247°3 23-1 . 35-9 9-5 8-1 13-1 
NOVEMBER 161-4 546°4 248-2 23-4 35°9 9-5 8-1 13-1 
DECEMBER 156-7 539-8 254°7 24-1 35-9 9°5 8-1 13-0 
JANUARY 154°2 540-8 263-1 25°8 35-9 9-5 8-1 13:0 
FEBRUARY 149-8 552-0 273°9 25-9 35-9 9-5 8-1 13-0 
MARCH .. 151-7 554-8 273°9 25-9 35-9 9-5 8-1 13-0 
APRIL .. 155-8 570-2 275-3 26-0 34-9 9-5 8-1 12-9 
May o< 161-1 583-8 294-1 27°5 36-1 9-5 8-1 12-9 
JUNE as 163-2 590-9 294°7 28-2 36-1 8-1 12-9 
| 
1 Where possible the figures are taken from returns issued for the fi of 
2 Excluding a small amount held in the Banking Department. 
3 Apart from an unascertainable amount of gold not appearing separately the 1 
4 Up to April 1927 the figures include gold, both “ available ” and “ non{failab 
June 1928 give the total gold holding in one amount. 
5 Gold and silver holdings. 
Table IIT CREDIT AND CURRENCY 
: 2 
CLEARING RANKS BANK OF ENGLAND : 
Currency 
Other Deposits . par 
7 - . ertificates 
Deposits Cash Advances ai easiest Reserve poping Outstanding 
. Balances 
£ millions £ millions £ millions £ millions £ millions £ millions £ millions £ millions 
1926 j 
MARCH... 1,587-5 185-8 876°3 104°3 _— 24-2 85-2 288°0 z 
APRIL ee 1,590-2 186-2 874°: 100-6 _— 25-0 85-1 293-9 5 
MAY as 1,589-6 187-1 877-4 104-2 —_ 27-1 84-9 300-2 
JUNE ae 1,629-9 198-0 873-2 117°5 —_— 28-7 84-4 294-9 
1927 
MsRCH.. 1,632-°3 188-2 909-9 103-4 _— 33-2 80-9 284-6 
APRIL oe 1,641-7 191-9 912-3 102-3 _ 35-3 81°3 295-5 
May ee 1,650-0 191-3 913-2 98-6 = 37-4 80-0 293-8 ' 
JUNE os 1,684-7 199-2 915-1 105-2 _— 35°0 80- 297-5 3 
1928-29 | 
MARCH 1,672-4 186-3 928-8 101°6 _ 42°8 78°6 288-8 : 
APRIL 1,690-3 187-4 933-1 96-6 _ 42°9 79-1 294-1 
May 1,687°8 188-0 935-5 97-5 _ 46°3 79°1 292-6 
JUNE 1,731°3 193-8 929-2 104-2 _ 53°3 79°3 294-9 
JULY 1,748-9 193-2 932-0 111°3 —_ 58°3 80-1 296-1 
AUGUST . 1,731°6 191-7 931-4 100-8 _ 58°3 79-8 295-9 
SEPTEMBER 1,732°1 193°5 929-8 103-2 —_ 60-8 78-3 294-5 
OCTOBER .. 1,752°7 192-4 937°9 101°2 _ 52°6 77°8 292-3 
NOVEMBER 1,751-6 193-3 940°8 99°5 _ 49°6 77-1 289-0 
DECEMBER 1,806°1 203-5 944°5 105-6 68-8 36-7 379-7 _— 
JANUARY .. 1,809°3 198-0 956-1 105-0 67-6 49°8 363-9 _— 
FEBRUARY 1,777°1 186°5 967-5 99-2 62-4 57-0 353-6 — 
MARCH 1,739-1 184-4 980-3 99-2 62-0 61-2 356-4 —_— 
APRIL 1,743°2 188-5 985-8 99-0 62-6 55-3 360-4 _— 
MAY 1,732°0 188-4 976-3 95-9 59°8 59-6 361-9 _ 











1 Monthly averages, nine banks. 2 Average of four or five weekly returns. 3 The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “‘ A Banker’s 
Diary,”’ Dec. 1928 issue.) 4 Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1928) 
less notes in Currency Note Reserve 
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CENTI $1 Table I—cont. 
8 OF £) § nee ~_ ps ——— aoe Sa 
i GERMANY 5 
En EW 38 > 7 ‘ZECHO- eT ma . SWITZER- 
WEDEN « “eine. RUSSIA | POLAND SLOVAKIA AUSTRIA |HUNGARY| ITALY LAND SPAIN 
H Total Abroad 
12-6 68-8 10-2 15-1 5:3 44-7 0-4 2-9 35-4 16°5 100-6 
12°6 73-0 12-9 15-6 5:3 44°6 0-4 3-0 35-4 16-6 100°6 
12-6 73-0 12°7 15-5 5-3 44-0 0-5 3-4 35-4 16-6 100°6 
12-6 3 73-0 12-7 15-5 5°3 43°3 0°5 4-0 35-4 16°6 100°6 
v 
12-3 90 4-6 17-4 6-0 43-7 1-7 6-1 45°5 17°8 102°5 
12-2 90-6 5-€ 17-5 6-2 43°38 1-7 6-1 45°7 18-3 102-9 
12-2 90-5 5-0 17-6 6:3 43-9 1-7 6-1 46-1 18-2 103-0 
12-2 88-9 3-4 17-7 6-4 43-9 i°7 6-1 46-2 18-2 103-0 
12-8 92-4 4-2 18-7 12-8 5 3-4 74 49°8 17:1 103-4 
12-8 95-9 4-2 19-2 13-0 6 3°4 7-1 51-2 17:1 103°4 
12-8 99-9 4-2 15-9 13-1 6 3-4 7-1 52-0 17-4 103-4 
12-7 é 99-9 4-2 17-4 13-9 6 3°4 73 52-9 17°4 103-4 
12-7 103-1 4-2 17-5 13-9 “0 3-4 7-1 53°3 a7°7 103°4 
12-7 y 109-3 4-2 15-5 13-9 2 3-9 71 54-1 17°8 103-4 
12-6 111°1 4:2 15-6 13-9 3 3-9 7-1 54-2 17°8 103°4 
13-1 121-2 4-2 15-7 14-0 3 4-9 7-1 54°6 18-6 103-4 
13-1 124-3 4-2 18°8 14-0 “2 4-9 7-2 54°6 18°6 101°5 
13-0 129-8 4-2 18-9 14-3 ‘9 4-9 7-2 54°6 18-6 101°5 
13-0 133-6 4-2 18-9 14°3 2 4-9 7°2 54°6 20°5 101°5 
13-0 133-6 4-2 18°9 14-3 *2 4-9 7-3 54:7 19-1 101°5 
[3-0 131-3 3-6 18-9 14-3 2 4-9 7°3 55°3 19-1 101°5 
2-9 | 126-3 6-9 19-0 14°4 +2 4-9 7-3 55-4 19-1 101-5 
12-9 86-4 2-9 19-0 14-4 2 4-9 6-3 55°4 19-7 101°5 
12-9 86-4 2-9 19-1 6°3 19-7 101°5 
r the firsiirt of the month, otherwise from returns at the end of the previous month. 
separatelw the returns of the Bank of France. 
ind “‘ non#failable ”; thereafter only “‘ available” gold. Returns issued after stabilization at the end of 
Table III GOLD MOVEMENTS 
BANK OF ENGLAND UNITED KINGDOM 
2 —————— q“—i q||\ cc  —— |. TRANS. 
saan VAAL GOLD 
yo Net Net OUTPUT 
ficates Purchases Sales Influx (+) Imports Exports a (+) 
nding or Efflux (—) Exports (—) 
lions - a £ millions _ £ millions £ millions £ millions £ millions £ millions _ £ millions 
L 1926 
we «C«*d MaRcH 1:5 4 +11 1-3 2-6 — 1:3 3-5 
3-9 ‘ APRIL 0-0 3 — :3 1°5 °7 + +8 3-4 
)-2 May 2-9 +2 + 2-6 3-8 1-4 + 24 3-6 
1-9 JUNE 1-9 “7 + 1-2 3°3 1-0 + 2-3 3-6 
1927 
1-6 MARCH .. 1:0 6 5 ee 1°5 1-4 ae 3:7 
2 APRIL 3°5 1-3 4 2°2 5-1 _s a 4°3 3°5 
3-8 , May 2-7 4-2 — 1-5 “4 5+5 — 2-1 3°7 
re5 JUNE 1:3 2:4 — 11 “4 2-0 — <3 3-6 
/ 1923-29 
8 | MARCH 1°6 1°7 - 1 1-3 16-2 —14°9 3-7 
io APRIL 3-6 1-2 + 2:4 2-4 “6 + 1°8 3°5 
6 | May ae 2-9 “6 + 2°3 3-9 1-1 + 2°7 3-8 
9 JUNE oe 8-5 0-0 + 8°5 8-2 1-3 + 6°8 3-7 
#1 JULY eg 4:2 2-1 + 2-1 4-9 1-9 + 3:0 3°7 
“9 AUGUST . 3-4 2-1 + 1:2 4-9 4-1 + °8 3°8 
8 SEPTEMBER 1-9 6-7 — 4:8 4-0 5-8 -— 1-9 3°6 
3 OCTOBER .. 1-0 6-2 — 5-2 3-3 9-4 — 61 3°8 
0 NOVEMBER 2-1 7-2 — 51 4-6 8-6 — 4:1 3:7 
Z DECEMBER “5 71 -—- 6°6 3-7 5-2 = 2 3-7 
2 JANUARY .. 2:7 2-9 — ‘2 2-4 5°7 — 3:3 3°7 
. FEBRUARY 1-6 3-1 — 1-4 2-5 4-4 -— 1-9 3-5 
" MARCH 2°7 1-0 5 wee! 5-3 1:6 + 3°7 3°7 
_ APRIL aa 5-1 “4 + 4-7 3-3 *8 + 2-6 3°7 
- May aa 5-2 2 + 5:0 5-8 1-0 + 4:9 3°8 
ie. te 7 1 Figures compiled from daily bulletins of the Bank of England. 
ker’s 
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LONDON 
Discount Rates Treasury Bills 


Short Loan 
Bank Rate Rate Bank Bills Tine Tooke 


Weekly Tender Amount Amount 
3 months 8 months Rate 


Offered Applied for 


Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £- millions 


WEEK ENDING: 
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NEW YORK MILAN BERNE MADRID 

Sto£ Fr. to £ Lire to £ Fr. to£ P’tas to £ 
eS 1 2 
PAROF EXCHANGE... .. 48665 12g°2t 92-46 25°2215 25°2215 








1926 
MARCH .. ee ee *8609 135- 120: +249 -490 
APRIL .. ae : *8622 143- 120- -187 -010 
May oe oe ° *8623 154- 126- *119 +386 
JUNE .. ee ° *8662 167-2 132-6 -130 +921 


1927 
MARCH .. na as +8542 124- 107- +234 -941 
APRIL .. ee ee *8570 123: 96- *251 97-514 
May oe ee — ? *8570 123- 89- +253 27-602 
JUNE .. ee x +8563 123: : -245 


124- 
124- 
124: 
124- 
124- 
124: 
124- 
124- 
124- 
124- 
124- 
124: 
124-% 
124-2 
124: 


1928-29 
MARCH .. ss 
APRIL 

May 

JUNE 

JULY 

AUGUST .. 
SEPTEMBER 
OCTOBER. . 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
MARCH 

APRIL 

MAY 


| lel sella amelie asl asl lel ame ame amaaml aed 


WEEK ENDING : 
JUNE 1 .. oe ; 124- 192 *387 
» 8 .- ee ee 4: 124- *6 25-192 34-732 


1 The old parity of 25-2215 was}aba: 
2 The old parity of 25°2215 was} aba: 
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asury Bills, are averages of daily rates. 

















ton 


2215 waSjabandoned as from June 25, 1928. 
'2215 was} abandoned as from December 22, 1927. 











XCHANGES Table V—cont. 
AMSTERDAM BERLIN STOCKHOLM BOMBAY. KOBE PP : BUENOS AIRES 
JANEIRO 
Fl. to £ Rmk. to £ Kr. to £ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso 
12°107 20°43 18159 18 2g58 5°8997 47°58 
“131 20-412 °122 *083 22-420 7-160 *642 
118 20-422 “151 *879 3°061 6-921 *857 
091 20-417 *161 “934 -199 7°288 -099 
*110 20-439 “151 *921 *134 7-716 5°256 
130 20-468 144 +962 *310 5-870 50 

139 20°48 135 “885 3-899 5°832 7°557 
136 20-501 157 *932 3° 261 5-821 +566 
123 20-493 128 “916 3-049 5-842 *692 
124 20-412 -180 -002 -198 5-926 *858 
111 20-412 *184 -004 -469 5-923 *807 
098 20-399 193 -014 *945 5-922 “794 
099 20-417 186 *946 *933 5-899 668 
084 20-384 161 *913 *653 5-902 426 
101 20-364 134 *947 *291 5-911 414 
098 20°355 130 -998 *678 5-907 339 
096 20-364 138 -064 *879 5-918 339 
081 20-354 143 *074 *956 5-914 463 
078 20-360 130 -063 “725 5-889 365 
091 20-402 138 *056 *549 5-905 413 
116 20-447 154 °013 2-333 5-896 387 
115 20-455 168 *007 *037 5-857 279 
090 20-475 *173 *965 22-082 5-869 284 
067 20°415 *154 *912 2-111 5-875 244 
-065 20-341 18-139 *875 *984 5-875 161 
12-076 20-335 18-138 *844 +734 5-870 156 















THE BANKER 


Table VI 











PIG-IRON 








COAL 












1 Exports 2 2 
Production (including Number of Production Production 
Coke) Furnaces in 
Millions of Millions of Blast Thousands of | Thousands of Tr 
Tons Tons Tons Tons 


1926 
MARCH ° os 21°4 5-0 151 568 784 
APRIL ee 21-0 4°5 147 539 661 
1°5 23 89 46 








2 4°3 
‘7 4:0 
2 4°7 
2 4°6 
“9 4°5 
ee oe oe ee 8 4°6 
SEPTEMBER. . ee ee ee ee 18°8 4°3 
OCTOBER .. oe oe oe es 19-0 5-1 
NOVEMBER .. ee oe ee ee 19°3 4°6 
DECEMBER .. ee oo oe ee 19°9 4°5 
JANUARY .. ee oe ee os 21-0 4-9 
FEBRUARY .. ee ee oe ee 21-5 4-2 
MARCH ee ee ee ee ee 21-5 5-1 
APRIL ee ee ee ee ws 19°5 5-0 f 
May ee oe ee ee ee 20-3 5:6 159 654 840 
1 Total for four weeks. 2 Returns issued Nat 
a) 
Table VI BRITISH TRADE AND INDUSTRY—cont. | 
1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT P t 
5 | Index of 
2 3 4] Percent- | Numbers | Produc- 
Imports Exports | Re-exports} London |Provincial Total Compar- age of on Live tion 
“Country” able Total| insured Register 
persons 
£ £ £ £ £ £ £ unem- 0000's 1924 = 100 
millions millions | millions millions | millions; | millions millions ployed omitted 
= 4, 
1926 
MARCH .. 106-9 66°4 12:1 9-3 5°5 14°8 17-1 9°38 1,065 102-3 
APRIL .. 102-5 62-7 11°3 10-0 5-1 15-1 17°53 9-1 1,013 § 
MAY ee 81-2 45°8 7°5 8-6 4-7 13°3 15-2 14°3 1,501 71°9 ’ 
JUNE “ed 97-5 50-1 10°8 8°8 4°8 13°6 15°4 14-6 1,628 
1927 é 
MARCH .. 113°5 62-1 10°8 9°5 5:7 15-2 17-9 9°8 1,106 110:8 § 
APRIL .. 100-6 52-6 11°8 10-2 5:5 15-7 18-6 9-4 1,076 |) , 
May ee 96-4 63°3 12-4 10-0 5-6 15-6 18-3 8-7 998 108-1 
JUNE oe 99°3 96-0 10°6 9°5 5-3 14-8 17-3 8-8 1,028 f 
1928-29 | 
MARCH .. 110°5 65-0 11°3 9°6 5:7 15-2 18-0 9°5 1,067 105-6 
APRIL ee 96-8 55°3 11-0 10°5 6-0 16°5 19-2 9°5 1,081 
May ae 99-4 58°6 11°8 10°3 5-6 15°8 18-3 9°8 1,108 103-6 
JUNE ee 99-4 59-5 11°5 9°5 5-1 14°6 17-0 10°7 1,166 
JULY oe 95-5 60-9 8-5 10:2 5°5 15-7 18°5 11:6 1,259 
AUGUST .. 97°7 62-2 8°8 9-3 4°9 14:2 16-9 11°6 1,314 95-5 
SEPTEMBER 87-7 56°€ 6-9 9-1 4°9 14-0 16-9 11°4 1,303 
OCTOBER. . 102-6 64°3 8-9 10-2 5:4 15°6 18-8 11°8 ; 1,339 
NOVEMBER | 106-9 63-8 10°8 9-8 5-2 15-0 18-1 12-2 1,364 105-2 { 
DECEMBER 101-5 60°4 9-1 10°2 5°8 16-0 19°3 11-2 1,366 ‘ 
JANUARY 116-1 66-9 9°8 10-4 5°5 15-9 19-1 12-3 1,427 ) 
FEBRUARY 91-3 55-7 10°3 9-8 5°7 15-6 18-7 12°2 1,390 > 108-7 
MARCH .. 98-6 58-6 10-0 9-9 5-6 15-5 18-4 10-1 1,243 ) 
APRIL oe 104-2 60-2 10-4 10°5 5°3 15°8 19-0 9-9 1,159 
May as 103-5 “4 10°5 10-0 4°9 15-0 18-3 9-9 1,123 


tees 





1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clearing 
House. *% Up to June 1926 ten clearing houses, thereafter eleven. 4 Total clearings (London “Country” 
and Provincial) adjusted, for comparative purposes, by application of Board of Trade index number of wholesale 
prices (1924 = 100). 5 Average of four or five weekly returns. ® Reprinted by courtesy of the London 
and Cambridge Economic Service. 
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FACTURES THEREOF COTTON WOOL 
Exports of Exports of Exports of | Exports of Erports of 
Imports Exports Imports Exports Yarns Piece Goods ‘ops Wool and Wool and 
Worsted Worsted 
Yarns Tissues 
Thousands Thousands £ £ Millions of Millions of Millions Millions Millions of 
of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
259° 407 1,279 4,146 16-0 403-2 2-9 2-4 14°5 
262 313 1,258 3,605 14-4 281-8 2°5 2-2 9-1 
167 274 1,050 3,192 10°6 304-2 2°6 2-2 9°7 
233 231 1,098 3,438 14-4 328°3 2°9 3°6 12-6 
478 353 1,344 4,135 19-3 393-9 4°6 4:0 13°3 
405 335 1,454 3,598 17°3 316-9 3°3 3°8 9°5 
356 422 1,436 4,612 22-8 413°6 4-4 4°5 11-4 
333 366 1,371 3,889 17°2 330-1 3°3 4°6 13°6 
272 409 1,529 4,813 15°5 397°4 3°8 4°2 15°1 
253 344 1,464 4,143 13°8 314°8 2-9 3°7 10-0 
237 359 1,372 4,656 14-1 288-9 3°3 4°6 11°8 
210 366 1,437 5,053 14-4 277-9 3:0 4°5 14°7 
219 333 1,461 4,567 11-4 338 °6 2°6 4°2 18-0 
272 370 1,530 4,399 15°8 341°3 2°8 4°9 19-4 
184 295 1,231 3,688 11-2 298-2 2-3 3°3 12-8 
261 377 1,488 4,402 15-1 334-0 2°5 4°5 12-7 
233 399 1,422 4,651 15°4 331-4 2°8 4-1 12°5 
184 359 1,235 4,499 13-2 290°5 2°5 3°4 12-4 
244 421 1,627 5,078 16-9 379°3 3-1 3°6 18-6 
160 3380 1,235 4,108 13°7 326-1 2°5 3-0 14-6 
182 350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 
262 340 1,574 4,151 13°1 349°4 2-4 3°0 9°5 
257 443 1,802 5,528 16-0 321-4 3°4 4°7 11°3 
ns issued § National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE 
Wholesale 1 | Wholesale] Wholesale | Cost of | Wholesale} Cost of 
Cost of (Depart. (Reichs- Living (Statis- Living 
Living ment of bord) (Reichs- tique (Statis- 
Board of |“ Statist” | ‘* Econ- (Ministry Labor) bord) | Générale) tique 
Trade omist” |of Labour) Générale) 
July 2 1918/14 uly 
1913= 100] 1913 = 100 | 1918 = 100 | 1914 = 100 | 1926 = 100 | 1915 = 100 = 100 | 1913 = 100 | 1914 = 100 
1926 
MARCH 144°3 | 148-4 147-1 168 100-4 138-3 | 631-8 451 
APRIL 143°6 147°7 147-8 167 100-1 139-6 650-1 
MAY 144°9 147-9 146°5 168 100-5 139°9 687-9 
JUNE 146-4 146-9 146-8 170 100-5 140-5 738-4 485 
1927 
MARCH 140-6 | 145°4 143°5 165 94°5 135-0 | 144-9 | 641-4 524 
APRIL 139°8 145°1 142°8 164 93-7 134°8 146-4 636-3 
May 141-1 145-6 145-4 163 93-7 137-1 146°5 628-3 
JUNE 141-8 144-8 144°-1 166 93-8 137-9 147-7 22-4 525 
1928-29 
MARCH 140°3 145-4 143°5 164 96-0 138°5 150-6 622-8 507 
APRIL 142-9 147°8 145°7 164 97-4 139°5 150-7 623°8 
May 143-6 148°5 146-7 165 98-6 141-2 150°6 632°3 
JUNE 142°6 144-2 144°5 165 97-6 141-3 151°4 626-0 519 
JULY 141-1 | 141°5 141°9 165 98°3 141°6 | 152-6 | 623-8 
AUGUST .. | 139°3 138°8 139-4 165 98-9 141°5 153°5 617°0 
SEPTEMBER | 137°6 137-4 137°5 166 100-1 139°9 152°3 619°9 519 
OCTOBER.. 137-9 137°4 136-9 167 97-8 140-1 152-1 617-0 
NOVEMBER 137°9 138-7 136-9 168 96-7 140°3 152-3 625-7 
DECEMBER | 138°3 | 138-7 136-5 167 96°7 139-9 | 152-7 | 623-8 531 
JANUARY... | 138°3 137-6 136-1 165 97-2 138-9 153-1 630-6 
FEBRUARY 138°4 141°3 137°3 166 96-7 139°3 154°4 638-5 
MARCH 140-1 141-8 138-1 162 97°5 139-6 156-5 639-4 547 
APRIL 138-8 137-1 135-0 161 96-8 137-1 153°6 626-6 
MAY 135-8 | 132-9 131°5 160 135-5 | 153-5 | 622-9 
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1 The indices, which are for the 1st of the month, are entered for the previous month to 


facilitate comparison. 


2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 
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Canadian Banking 


Some Comparisons and Contrasts in 
Transatlantic Systems 


By Ernest B. Roberts, Toronto, Canada 


Canada, America, and England, the first point to be 

noticed is that in none of these countries has a satis- 
factory legal definition of a “ bank’’ been made. Nor 
is there, indeed, any likelihood that a watertight and 
legally suitable definition will be arrived at. 

As for the development of Canadian banking itself 
it is interesting to observe the influences which regional 
history has exerted on its growth and form. In Canada, 
while there has been no Gilbart or Bagehot to give a 
definite urge to the evolution of the system, there yet 
exist many signs of historical influence. The chief in- 
fluences operating may be summarized somewhat as 
follows : 


(x) The earlier charters were modelied on that of 
the first United States bank, whereby the banking 
practices of a “new” country whose settlement 
conditions were a little in advance were taken as a 
framework. 

(2) The practices of English, and especially 
Scottish, joint-stock banks, giving the advantages of 
older, more settled models, were grafted on the 
frame. 

(3) There was special need for adaptation to the 
basic industries—agriculture and lumbering—of a 
colonial régime. 

(4) Unity of method followed the unified legisla- 
tion of 1867 and subsequently. 

(5) Recurring opportunity for adjustment, 
through the decennial revisions compulsory in, the 
Canadian Bank Act, was utilized. 

(6) Of late years there has been an adaptation 
of the system to the rapid industrialization of Eastern 


| comparing the systems of banking prevailing in 
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Canada and in order to facilitate the financing of 
manufacturing, mining, and also of exports other 
than seasonal farm products. 


The special feature of Canadian banking which calls 


‘for attention first is the extensive use of branch banking. 


For a country so vast in extent with, but for a few large 
cities, a sparse population, the plan has proved good. As 
is the case under the Federal Reserve Board, the system 
is centralized by banks rather than by districts. 

How contrary this policy is to opinion in the United | 
States may be judged from the following resolution 
passed at the American Bankers’ Convention in 1922, 
which has since been the basis of simalar declarations :— 


“We view with alarm the establishment of branch 
banking in the United States and the attempt to permit 
and legalize branch banking; .. . (it) is contrary to 
public policy, violates the basic principles of our govern- 
ment, and concentrates the credit of the nation and the 
power of money in the hands of a few.” 


A second Canadian peculiarity is the nature of the 
work being done by the Canadian Bankers’ Association. 
This is not a simple associative body like the American, 
nor is it like the British Institute of Bankers. Incorporated 
in 1900, it is conducted under the authority of the 
Dominion Treasury Board, and co-operation among banks 
has been facilitated and encouraged by it. Clearing- 
house transactions are supervised ; curators are appointed 
to attend to the affairs of banks that suspend business; 
and the issue of notes to its members is controlled. 
Adherence to similar principles and a linking together of 
the credit of the whole system are results claimed from 
this co-operation. 

A third distinctive feature of the Canadian system is 
the decennial revision already mentioned, and with it the 
renewal of charters. The perpetual franchise given to 
English banks and (since 1927) to Federal Reserve banks, 
is seemingly not called for in Canada. 

A fourth distinctive feature is the special financing 
of the annual crop movement, which has grown both in 
extent and intensity in the last two decades. Just after 
the financial crisis of 1907 provision was made for 
emergency circulation during the crop-moving season, 
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October to January, to allow banks to issue excess 
circulation up to 15 per cent. of their combined paid-up 
capital and reserve. This excess is taxed at 5 per cent. 
per annum. In 1912 the emergency period was set at 
six months, September to February inclusive. During 
the war the provision was extended for the whole year— 
one of the few Canadian war-time expedients that worked 
well. 

A fifth aspect of the system which is worthy of 
attention is the method of securing the note issues. 
Canadian bank-notes are secured in four main ways: 
by being made first charge on the bank’s assets; by the 
double liability of shareholders; by the Circulation 
Redemption Fund; and by the Central Gold Reserves. 

Central Gold Reserves were established at the fourth 
revision in 1913. By it banks might deposit gold or 
Dominion notes and issue additional notes of their own 
against the deposit. The Bank Act does not specify the 
amount of gold to be held against note circulation or 
general liabilities, but it does require that 40 per cent. of 
whatever cash reserve is carried shall be in Dominion 
notes. The Gold Reserves are controlled by four 
trustees, of whom three are appointed by the Bankers’ 
Association and one by the Minister of Finance. A 
half-yearly inspection by the Department of Finance is 
maintained. 

Every chartered bank must maintain with the 
Dominion Government a deposit of gold or legal tender 
equal to five per cent. of its average annual circulation. 
This is the Bank Circulation Redemption Fund. In the 
event of a failure the Minister may pay any outstanding 
notes of the defaulting bank from this fund. All other 
chartered banks are subject to calls to make up 
deficiencies. 

In addition, Canadian banks carry three other assets 
regarded as reserves: (1) cash balances in banks outside 
Canada; (2) call and short loans in New York (the 
favourite call loan market); and (3) readily marketable 
securities. 

Bank loans on land—somewhat unpopular but per- 
missible in England, and much overdone in the past in 
the United States—are expressly prohibited to Canadian 
banks. 
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“It was not by accident that Canadian banks were 
denied the power of lending money on land,” according 
to Mr. H. T. Ross, Secretary of the Canadian Bankers’ 
Association. “The era of land speculation in the early 
part of the nineteenth century in the United States 
resulted in the failure of many of that country’s banking 
institutions .... In view of the speculation in real 
estate which . . . . has been rampant in the past sixty 
years in this country the banks have steadily held by 
this principle of the original charters.”’ 

Yet the influence of the pioneer settlement of early 
Canada remains in the provision for loans on standing 
timber and on threshed grain. Loans on livestock are 
frequently made. Any incorporated body may, of course, 
secure loans on bond or similar issues on land. 

Lastly, it is desirable to refer to detailed differences of 
procedure which are found. These may best be exhibited, 
perhaps, by comparative tabular reference. The con- 
trast between them and the English system will be 
apparent to English readers. 








CANADIAN. 


Incorporation is solely 
under the control of the 
Dominion Government. 


A system of few banks 
(ten in 1929) with many 
branches (3,870 in 1929). 

Each branch has the 
support of the parent bank. 


Dividends payable not 
fixed. 


No fixed reserves. 


AMERICAN. 


All the 48 States have 
authority to incorporate; 
note issue formerly autho- 
rized by States is now con- 
fined to Federal Reserve 
and National banks. 


Many independent banks 
(30,000 State and National 
in 1928) with few branches. 


Until the formation of 
the Federal Reserve each 
bank ‘‘stood on its own 
feet.”’ (In 1928, 8,896 banks 
were affiliated with the 
Federal Reserve). 


Dividends of Federal 
Reserve fixed at 6 per cent. 
cumulative. 


Reserves 
statute. 


fixed by 
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CANADIAN—continued. 

No real estate loans ex- 
cept indirectly on mortgage 
or bond pledged as col- 
lateral. 

Banks may not hold 
stock or invest in other 
banks. 


Currency has always 
been elastic, expanding 
or decreasing with trade 
demand. 

Exceptional for a busi- 
ness man to have accounts 
in two banks, although 
large companies occasion- 


AMERICAN—Continued. 

Loans to a_ limited 
amount on real estate have 
always been a feature of 
National banks. 

Investment up to Io per 
cent. of paid-up capital of 
National banks permitted in 
other domestic or foreign 
banks. 

Until the establishment 
of the Federal Reserve cur- 
rency tended to be in- 
elastic. 

Borrowers often obliged 
to go to several banks to get 
accommodation for large 
amounts. 


ally have borrowing ac- 
counts in two or more. 


Reference may next be made to recent Canadian 
banking history. Thus, while the number of chartered 
banks in 1901 was thirty-six, through merger and amalga- 
mation the number has steadily dropped to twenty-five 
in 1913, to eleven in 1927, and to ten in 1928. There has 
not been, however, any curtailment of banking facilities, 
for the number of branches open increased from 3,198 in 
1916 to 3,870 in 1929. Amalgamation, moreover, has 
tended to greater efficiency. Co-operation between the 
banks and the Dominion Government has been made 
permanent through the medium of periodic returns and 
the regulation of note issues and reserves. As recently 
as February of this year a legislative amendment to the 
Bank Act was proposed to make every future bank merger 
subject to the approval of Parliament rather than be 
authorized by order-in-council, the present Canadian 
method. The proposal, however, was defeated. In 
general the discussion then showed that members of the 
Canadian House of Commons have full confidence in the 
inherent ability of today’s bank managements, and the 
belief that the present Bank Act is sound. 

The scope of business is, of course, ordinarily best 
exhibited by reference to the total of bank clearings. As, 
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however, bank clearings do not record transactions of the 
branches with the parent bank, since January 1924 the 
Dominion Bureau of Statistics has secured, through the 
co-operation of the Canadian Bankers’ Association, records 
of the monthly bank debits—i.e. of all cheques charged 
against accounts at any bank. The claim is that debits 
are a better barometer of general business than are 
clearings. This is not an innovation in banking records, 
for it is used in the States. For the last four years 
these debits have been: in 1924, $27,157,000; 1925, 
$28,126,000; 1926, $30,358,000; 1927, $36,039,000. 

The safety of banking—a question which hardly ever 
appears in England—is shown by the statistics of failures. 
There have been in Canada but twenty-six bank insolven- 
cies in the sixty-two years since Confederation. They 
have, of course, included the branches, some of them 
numerous. This may be contrasted with the 5,333 bank 
failures in the U.S.A. since I900—3,257 since 1920. One 
of the Canadian cases, the Bank of Vancouver, was in 
war time; and the last, the Home Bank of Canada, in 
1923. In all but two cases, both before 1882, noteholders 
received 100 per cent., and in thirteen cases depositors 
were fully paid, while in three cases liquidation is still 
incomplete. 

Finally, some appraisal of the system may be made. 
Writing from Canada, one is justified in quoting two 
Canadian estimates. The late Mr. Z. A. Lash, K.C.,a 
shrewd judge of Dominion banking, stated :— 

“The fundamental difficulties of the national banking 
system of the U.S.A. which required the remedies intended 
by the Federal Reserve Act did not and do not exist in 
the Canadian system... . All the banking business 
that the Federal Reserve banks can do... . could 
always have been done and still can be done by the banks 
of Canada.” 

The Toronto “Globe” on February 23 last com- 
mented :-— 

“ It is gratifying to note that among the dozen largest 
banks in the world, most of which are in the British 
Empire, Canada counts two, but it is more satisfactory 
to realize that . . . . stability and enterprise count, and 
in these respects Canadian banks stand among the 
foremost.” 
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Some American Conclusions as to 


Discount Rates and Bank Credit 
By H. Parker Willis 


HE general controversy about bank credit and its 

effects, which has been the foremost element in 

American finance during the past two years or 
more, shows no signs of coming to a close. It has, if 
anything, broadened, and now involves questions which 
relate to central bank administration.as well as to central 
bank policies in the largest sense of the term. In this 
respect, perhaps, the controversy may be regarded as 
having been rather wholesome, since it has apparently 
opened a general area of discussion which had previously 
been neglected or ignored, and in which there is no 
accepted statement of positive principles to which 
reference can be made in any authoritative way. In this 
article it is intended to set forth a few of the major points 
in this controversy which have apparently escaped 
general public attention and which are therefore peculiarly 
worthy of record, even where no final conclusions have 
been reached as regards the points at issue. 


1. Effect of Central Bank Credit. 


As is well known, there has been for a number of years 
past a broad difference of opinion with respect to the 
general effects of central bank credit and their bearing 
or effect upon commodity prices. In particular, there 
has been an effort on the part of some British and 
Swedish writers to support the view that the major 
problem to be considered by central banks in the 
formulation of their policies is found in connection with 
the total amount of credit which they have outstanding. 
Let them pay no heed to the question how their credit 
is used or for what purposes discounts are obtained, say 
some of these authorities ; but let them concern themselves 
chiefly or solely with the total amount of the credit which 
they have granted. The test of the excess, if any, or 
proof of moderation in the volume of such credit will be 
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found in the movements of commodity prices. Conse- 
quently, if commodity prices are stable, central banks 
will be deemed to have fulfilled their chief office—that 
of keeping commodity prices even and free of fluctuation. 

American Reserve Bank officials have been inclined to 
give their support to the view that it made no particular 
difference how or for what purpose they granted credit, 
and they have attempted to justify this position by the 
fact that commodity prices in the United States have 
shown but little fluctuation; so that, as tested by the 
standards already set forth, they have been able to 
conform strictly to the basis of the judgment of foreign 
experts. On the other hand, there has been a growing 
disposition among banking critics throughout the United 
States to reject this view, and to hold to the opinion, on 
the basis of American experience, that very profound 
differences of effect upon industrial and business con- 
ditions have been produced by changes in the direction 
of Federal Reserve credits. The observations upon which 
this conclusion has been founded have appeared chiefly 
in connection with individual groups of prices. It is 
pointed out that these are affected strongly by grants 
of credit for use in the particular lines of business or trade 
to which these price categories belong. If competition 
were perfect, and if capital were readily shifted from one 
to another, the contention already attributed to British 
and Swedish authorities might hold good. There is, 
however, no such freedom of competition and no such 
“shiftability,’’ and, consequently, sharp fluctuations of 
individual groups of commodity prices occur as the result 
of transfers of credit. It may well be that these fluctua- 
tions cancel one another through the process of averaging, 
so that the general price level appears to be stable, the 
fact being that it is composed of a series of group price 
levels which have varied widely among themselves, and 
have been deeply influenced by changes in the direction 
of credit. 





2. Relation Between Speculative and Commercial Credit. 


Another phase of the general discussion is afforded by 
the difference of opinion (that has been coming more and 
more to the front in recent years) between those who 
believe that credit extended by a central bank and used 
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for the purpose of carrying securities has about the same 
effect as credit extended by such a bank and used in the 
purchase or exchange of commodities. How far do these 
credit uses or groupings cross one another, and how far 
does it seem that there is practical identity of effect in 
such grants? Perhaps there is no country which has 
had a larger experience in this matter than the United 
States during the past few years. Since 1926 more and 
more credit has been going into the stock and securities 
market, and (relatively) less and less has been directed 
toward the financing of the exchange of goods and of 
commercial business generally. The question whether 
the grant of credit by central banks which is promptly 
diverted into the securities market -has any effect upon 
commercial operations, or upon the price level, thus takes 
two forms, viz. : Does such extension of credit result in 
releasing funds which are at once used in the commodity 
field through a process of transfer? and: Does such 
extension of credit result in withdrawing funds which 
might otherwise have been called for in connection with 
commercial transactions and really apply them to the 
financing of business by a different route ? 

As to the first point, two views exist. Federal Reserve 
Bank officials have been inclined to contend that exten- 
sions of credit to the stock market have no effect whatever 
upon values of commodities, but that their effect is 
entirely limited to stocks and bonds. According to these 
reasoners, moreover, such loans exert no influence what- 
ever upon the general credit-granting power of banks, 
since they “cancel’”’ one another, or ‘wash out,’ at the 
end of very short periods. It is further claimed that, for 
the reasons just stated, the public should entirely dis- 
regard the volume of stock market loans, and should 
treat them entirely as a thing apart. As against these 
views of Federal Reserve authorities, however, an 
increasing number of observers is disposed to hold to 
the opinion that the loans that are made to banks 
which wish to relend to customers who use the funds to 
buy stocks, may have any one of several results. For 
example: if the securities bought or carried have been 
newly issued, so that the proceeds of the issue are at once 
given to some commercial or industrial concern and are 
by it used in extension of its business, the effect is the 
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same (with due allowance for changes in time and method) 
as if commercial loans had been directly made. If the 
loans were made for the purpose of buying already 
existing stocks, the question then remains whether the 
seller thereof uses the funds so placed in his hands to buy 
more stock, or whether he employs them, for example, 
in purchasing commodities—-perhaps in luxurious con- 
sumption. In the latter case, a very direct influence upon 
the commodity market is undoubtedly exerted. If, on 
the other hand, he uses them merely to buy other shares 
or bonds, so that the funds are simply employed in sus- 
taining the securities market at higher and higher levels, 
the influence exerted thereby upon the level of commodity 
prices is far more remote than could otherwise be the case. 
As to the other question—whether the increase of stock 
market loans has the effect of withdrawing funds which 
would otherwise have gone into commercial loans, and 
so tends to shorten the supply of credit available for 
business—there is a similar division of opinion, one 
group holding that it does, the other that it does not. 
The apparent tendency at the present moment is to hold 
that the question can be answered only when it is known 
whether such extensions of credit for investment and 
speculation are made at a time, or under conditions, which 
preclude banks from meeting the normal demands of 
business and industry. If they are so made, the result is 
believed to be that of preventing business from getting 
the funds that it requires, or of compelling it to buy these 
funds by paying a higher rate of interest than would 
otherwise have been requisite. On the other hand, if the 
bank is not “loaned up,” but can grant the necessary 
credit required by business, even though at the same time 
it be fully meeting the demands of the securities market, 
there would seem to be no reason for thinking that the 
diversion of credit into the investment field necessarily 
starves or shortens the credit of the commercial borrower. 
In other words, a conclusion which has been most generally 
adopted is that the broader and unqualified assertions 
about this matter that have been common in discussions 
of banking have no good foundation, but that each case 
must be analysed carefully for its own individual effects. 
As regards the position of the United States during the 
past year, there seems to be no doubt anywhere, except 
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among very partisan advocates at the present time, that 
the immense expansion of stock speculation has had the 
effect of actually restricting the credit available for 
business, and of very greatly raising the price of such 
credit—probably by about 50 per cent. That this 
result need not have been produced, had not the aggregate 
supply of credit (as determined by available reserve funds) 
been “‘ short,” is fully admitted, but is not thought to 
have any necessary bearing upon the situation inasmuch 
as the premises referred to have not been fulfilled. 


3. Gold Supply and Volume of Credit. 


On no point has there been a greater difference of 
opinion than that of the gold supply and its relationship 
to the volume of credit available. When the movement 
of gold out of the United States began to make itself 
apparent about two years ago, officers of the Federal 
Reserve Bank of New York repeatedly stated the opinion 
that the amount of gold in the country, or in the vaults 
of banks, need not necessarily affect the credit situation 
at all. When gold was lost, they asserted, it was possible 
for a Reserve bank or central bank to supply a “cushion 
of credit’’: and this would take the place of the gold 
which had been withdrawn, so that there need be no effect 
whatever upon the general credit structure. Conversely, 
it was argued, there was no reason for thinking that an 
inflow of gold would cause any necessary effect upon the 
credit structure, since the Reserve bank could withdraw 
the necessary amount of credit, leaving things just as 
they would have been had gold not been imported. When 
the Reserve system discovered how to manage the 
“earmarking”’ of gold for foreign account, it was disposed 
more than ever to herald this as a revolutionary discovery ; 
and Secretary Mellon referred to it in his annual reports 
as a new way of dispensing with the movement of gold, 
and relieving the credit system of the effects of gold 
movements. These notions were echoed in many quarters 
by economists and publicists, and there was a great deal 
of talk about “new” ways of dealing with gold, and its 
relationship to credit. 

Experience has changed a good many of these hasty 
notions, and a study of experience during the past three 
or four years has been very instructive. It is now 
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generally accepted that movements of gold into or out 
of the United States have been followed very directly by 
changes in credit supply, and that the efforts of Reserve 
banks to supply or withdraw “cushions of credit ’”’ have 
been, as they always have in other countries, purely 
transitory measures—expedients whose effect rendered the 
shift from one state of gold or credit to another less sharp 
and violent. Perhaps the most significant change in 
attitude on any general question of theory has been found 
in connection with the relationship of credit and of 
commodity prices. No such direct connection between 
the supply of gold and the level of commodity prices, as 
has been dogmatically asserted to prevail by many 
economists, has been found to exist in practice. Quite the 
contrary. The price level of the country for the past 
few years has been notably stable, and this through no 
effort on the part of the banking authorities; for the latter 
have repeatedly disclaimed any intent or ability to keep 
it stable. While the United States was acquiring, and 
holding, a large percentage of the coined gold of the world, 
its price level was fluctuating but little, and such changes 
in it as took place seemed to tend in a direction quite 
opposite to that which would have been theoretically 
expected. As for the general effect of gold importations, 
it has been found to depend entirely upon what was done 
with the gold so imported. When it was used as a means 
of expanding credit, it had all the usual effects, and 
these depended in each specific case upon the application 
made of the credit. When, for example, this increase of 
credit was used to facilitate trading in stocks, the effects 
were those which have already been described. Con- 
versely, when gold left the country, the effect of course 
was to reduce the Reserve balances of the member banks, 
and the Reserve system had no power whatever to 
“neutralize ’’’ any such movement, no matter how hard 
it might try, for more than the very brief period while 
the movement was exerting its influence. Reserve 
bankers have not been able to answer satisfactorily the 
query put to them by critics: if it is possible for you to 
neutralize the effects of a movement of gold, why does 
this movement take place? They usually reply that the 
reason for it is that the foreign country which imports or 
exports the metal does so for reasons of its own. They 
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thus place themselves in a position which makes it impos- 
sible for them to deny that the change so produced in the 
foreign market must necessarily produce a reflex effect 
upon conditions in the market of the other country 
which is a party to the shift—in this case, the UnitedStates. 

A great deal of loose thinking about the effects of gold 
movements has thus been eliminated from the minds of 
the more discriminating, and the amateurish statements 
given out by the Reserve Board and banks on the whole 
question have become much less numerous and less 
assured than in times past. As for the economic com- 
munity—including teachers and writers—.it has been very 
much disturbed by the conflict of opinion developed during 
this discussion. In the final analysis, however, it has 
more or less settled down upon the older theories of gold 
movement, and has pretty well abandoned the idea of 
some “‘new” or revolutionary change in the factors 
governing the distribution of the metal, or in the ability 
of central banks to direct its flow. 


4. Effect on Central Bank Policy. 


Naturally the outcome of this discussion has been to 
produce a rather significant effect upon notions of central 
bank policy. As indicated earlier in the present article, 
the experience of the United States during the past few 
years has resulted in a much more sane and reasonable 
attitude among American bankers and economists, with 
respect to the possible influence to be exerted upon 
commodity prices by changes in bank credit. In addition 
to this, however, the discussion has tended to broaden into 
a decided modification of the idea of central bank policy 
in general. Serious question is now raised as to whether 
the legitimate object of central bank policy should, in 
any case, be that of affecting prices, even if it were to be 
fully admitted (as it is not) that central banks can so 
control prices by changes in their discount policy. The 
object of sound central banking is now most generally 
conceived to be primarily that of maintaining a safe, 
liquid condition on their own part, and so far as 
practicable on the part of the member banks with whom 
their principal dealings are carried on. 

It is interesting to note how this reaction towards a 
more orthodox point of view has taken place among 





AS ii TE ABE 












b 


Bea te a 


Se RL. 


Le SANE 





DISCOUNT RATES 61 


American economists and central bankers. Directly after 
the war, they shared with some European theorists, and 
perhaps with a few European bankers, the idea that it was 
possible to operate central banks in such a way as to 
redress inequalities due to price fluctuation and to other 
socio-economic rearrangements. The notion that they 
ought to do any such thing was rejected by Government 
officials exposed to the full fire of Congressional criticism, 
who naturally did not want to accept the responsibility 
that would go with the performance of any such functions. 
Nevertheless, the idea survived and took root. The factor 
which has tended to limit its further growth, and to cause 
distrust of it, is that, notwithstanding the comparatively 
stable level of prices in the United States, central banking 
policy has been the cause of, or at least has not prevented, 
the development of very unsound and inflationary con- 
ditions among the banks themselves. That this has been 
the case, there can be no doubt. Accordingly, the question 
has naturally presented itself very forcefully whether it is 
worth while to attempt to obtain a stable level of prices and 
to make such attainment the goal of central banking policy, 
if at the same time there may easily present itself an 
unsound, inflated, situation in bank portfolios. Thus, is 
raised the question: is not the more fundamental duty 
of the central bank that of seeing to it that bank port- 
folios are safe and sound in themselves, rather than that 
of tinkering with conditions outside their own scope, 
especially if, in the process of readjusting such conditions, 
the essential need of maintaining soundness and solvency 
in banking may be lost to sight? Of course, this leaves 
open the issue whether it may not be possible to reconcile 
the two elements of policy—sound banking and credit 
control. Further reflection, however, appears to have 
brought with it a rather general admission that, at times, 
the two objects cannot be simultaneously pursued. If, 
for example, a:sharp recession of prices should occur at 
a time when curtailment of credit is absolutely essential 
in order to prevent banks from suspending, there would 
seem to be little argument in favour of the credit control 
idea, inasmuch as that would presuppose a directly 
opposite line of policy—i.e. an expansionist line of 
action. To the response made by some to the effect that 
in that case the situation would be merely the result of 
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previous bad management, or of previous management 
which had not been properly conceived, exception must 
be taken, inasmuch as, of course, any bank is likely to 
make mistakes. The question at issue, moreover, is not 
whether perfect management at all times might render a 
certain kind of policy possible, but is rather whether 
average management at all times can be counted upon to 
make possible such a policy. Certain it is that very much 
less is now heard of the idea of credit control and general 
direction or supervision of business, as the function of 
central banking, which was so popular a few years ago. 
In place of it, as already noted, there has definitely come 
to the front the idea of management with a view to the 
attainment of a sound banking position. 


5. Relation to Banking Management in the Future. 


At each of the stages through which American banking 
has passed since the conclusion of the war (and, for that 
matter, even during the war itself), the question has been 
asked whether enough experience has now been had to 
ensure better banking management, and whether, in the 
future, it may be expected that the effects of past observa- 
tion will be sufficiently influential to guarantee greater 
soundness in the management of business. This question 
was very urgently put during the collapse of 1920, when 
the problem first appeared, and when doubt was expressed 
as to whether it might be expected that the country would 
continue to suffer in the future as it had in the past. At 
that time, there was a prevailing impression that the 
difficulties experienced were the outgrowth, in some way, 
of war, and of the unusual conditions resulting from war. 
It was argued, therefore, that there need be little fear of a 
repetition of these same difficulties, or of a recurrence of 
any others that might be regarded as closely analogous 
tothem. Now, at the end of eight years, although under 
different conditions, practically the same situation is 
repeated and inevitably the same questions are renewed. 
The only factor in the case which seems to warrant the 
rendering of an opinion different from that which was 
previously expressed, is the circumstance that during the 
past few years there has been a more or less thorough 
consideration of fundamental theoretical issues—a few 
of which have just been sketched. This was followed by 
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the arrival (on the part, at least, of some of the abler 
among the managers of the banking system) at more 
uniform and more defensible conclusions. It is quite 
true that these conclusions ought to have been reached 
soon after existing conditions were presented, as the 
result of study of the experiences of other countries. The 
tendency among American business traders and adminis- 
trators to regard the United States as a very peculiar 
and especially-favoured spot in which the general 
teachings of experience ‘as developed in other countries do 
not necessarily hold good, has, however, always been a 
strong one; and the management of our banking system 
has not been exempt from this general attitude of mind. 
In fact, Government officers, charged with the responsi- 
bility for large banking transactions, frequently have 
been heard to exclaim during recent years that they did 
not care particularly what had been attempted or done 
in other countries, that new precedents would have to 
be made here, and that they expected to go on acting 
quite independently of what had been indicated elsewhere. 

There has been no step towards the emancipation of 
the banking system of the United States from political 
control; and there seems at the present time to be no 
definite assurance that any such step will immediately be 
taken. This fact, in spite of the effort to obtain some 
relief from present conditions, must inevitably militate 
against sound management of American banking, no 
matter what may be the degree of knowledge or experience 
attained by those who are actually in charge of the system 
in an administrative way. It is only, therefore, on the 
psychological and mental side that the lessons lately 
administered to banking managers promise to bear actual 
fruit. How far their value may be neutralized or offset 
through the advent of successive waves of politicians, each 
with his own ideas of what ought to be done, can, of course, 
only be conjectured. 
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International Banking Review 


UNITED STATES 


LTHOUGH the race for supremacy among the 
A leading banks has ceased for the time being, a 
number of fusions have been arranged during the 
last month or two. The shareholders of the Central 
Union Trust Co. and the Hanover National Bank have 
approved the merger of these banks into the Central 
Hanover Bank and Trust Co. with capital, surplus and 
undivided profits of approximately $100,000,000, and 
combined deposits exceeding $600,000,000. An amal- 
gamation has been arranged between the Equitable 
Trust Co. and the Seaboard National Bank. In Chicago, 
the National Bank of the Republic and the Chicago Trust 
Co. have arranged to amalgamate. Their total resources 
will exceed $200,000,000. The Florida National Bank and 
the Barnett National Bank, Jacksonville, will amalgamate 
into an institution with resources of $45,000,000. The 
National Bank of Commerce of Los Angeles will fuse with 
the Pacific National Bank of the same city. The new 
bank’s name will be the Pacific Bank of Commerce, N.A. 
Its resources will approximate to $32,000,000. 
FRANCE 

Another provincial bank, the Crédit Rouennais, got 
into difficulties, but a group of banks has made arrange- 
ments to reconstruct it. The creditors will receive 25 per 
cent. in cash and the rest in notes payable in four 
annuities. The capital of the bank will be increased, and 
the new shares will be taken over by the group of banks 
which will assume the control of the Crédit Rouennais. 

The Crédit Foncier de France and the Crédit Foncier 
d’Algerie et de Tunisie are elaborating a scheme to 
extend their activities over Syria. The Crédit Lyonnais 
is opening a branch in Morocco, at Casablanca, and intends 
to take an active interest in Moroccan affairs. 

The Comptoir National d’Escompte has decided to 
increase its capital from 250,000,000 f. to 400,000,000 f. 
through the issue of 300,000 shares of 500 f. nominal, 
at a price of 1,500 f. per share. Another capital 
increase announced recently is that of a provincial bank, 












SSeS 2 


seer 


INTERNATIONAL BANKING 65 


the Banque de Strassbourg (formerly Ch. Staehling, 
L. Valentin & Cie.), which intends to raise its share capital 
from 30,000,000 f. to 50,000,000 f. The Banque Fran- 
caise et Hollando-Americaine has decided to increase its 
capital from 22,000,000 f. to 50,000,000 f. The Banque 
de Suede et de Paris has called in the unpaid portion of its 


shares, thereby increasing its paid-up capital by 
15,000,000 f. The Banque Syndicale de Paris is increasing 
its capital from 30,000,000 f. to 50,000,000 f. 
The following figures give a comparison of the net 
profits of some French banks for 1928 and 1927 :— 


1928 1927 
(In francs) 
Crédit Foncier de France 32,420,000 30,525,000 
Banque Oustric & Cie 27,266,000 9,133,000 
Banque L. Dupont & Cie 5,219,000 5,155,000 
Banque du Commerce Exterieur 3,344,000 3,082,000 
Banque de Suede et de Paris 4,400,000 2,980,000 
Banque des Pays de 1’Europe Centrale 10,242,000 10,051,000 
Banque Commerciale du Maroc 2,430,000 2,046,000 
Banque d’Etat du Maroc a 55 18,160,000 16,075,000 
Société Francaise de Banque et de Dépdts 7,185,000 6,527,000 
Banque Commerciale Africaine 5,043,000 4,507,000 


GERMANY 

The meeting of the shareholders of the Deutsche 
Vereinsbank and of the Deutsche Effecten- und Wechsel- 
bank, Frankfort-on-the-Main, approved the arrangement 
whereby the latter is to absorb the former institution. 
Members of the board of the Vereinsbank joined the 
board of the Effecten- und Wechselbank, and Mr. 
Frederick E. Chart, London, was also elected a director. 
The bank’s capital has been raised from 5,000,000 
reichsmarks to 15,000,000 reichsmarks, while its reserves 
have been increased to 7,000,000 reichsmarks as a result 
of the transaction. Two Effecten- und Wechselbank 
shares have been given for each three Vereinsbank shares. 

The Berlin banking firm Richard Harte has got into 
difficulties. Its liabilities amount to 6,650,000 reichs- 
marks, against which there are assets of 5,900,000 
reichsmarks. The bank was established during the 
inflation period in 1920, and specialized in credits to 
textile firms. Another small banking firm, Fritz 
Kiemstedt, Lubeck, has also suspended payments. 
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The Berliner Bank fur Handel und Grundbesitz 
produced a net profit of 502,000 reichsmarks for 1928. 
Its balance sheet shows a considerable expansion of its 
activities. Sight deposits advanced from 17,000,000 
reichsmarks to 25,900,000 reichsmarks, while time 
deposits increased from 23,360,000 reichsmarks to 
45,030,000 reichsmarks. The dividend has been main- 
tained at 12 per cent. on the increased share capital. The 
Deutsch-Asiatische Bank was able to declare a dividend 
of 5 per cent., in spite of difficult conditions in China. 
Its net profits amounted to 260,000 taels. 


ITALY 


As a result of the “Sicmat” failure, the Banca 
Commerciale Triestina has had to reduce its share capital 
from 100,000,000 lire to 80,000,000 lire. The difference 
of 20,000,000 lire has been transferred to a special reserve 
fund. The capital has been raised again to 100,000,000 
lire through the issue of 50,000 new shares of 400 lire, 
which was offered to the old shareholders at a price of 
500 lire per share. The premium of 5,000,000 lire has 
been added to the ordinary reserve. The bank passed its 
dividend, and carried forward the profit of 6,900,000 lire 
for 1928. 

A new bank has been established under the name of 
Banca Unione Biellese, with a share capital of 5,000,000 
lire. 


NETHERLANDS 


The Internationale Crediet- en Handelsvereeniging is 
increasing its paid-up share capital from 15,000,000 
guilder to 20,000,000 guilder, and its authorized capital 
from 20,000,000 guilder to 25,000,000 guilder. The 
Nederlandsche Bank voor Buitenlandsche Handel, 
Amsterdam, has practically liquidated its banking activ- 
ities, and will be transformed into an investment 
trust. In addition to the Amsterdamsche Bank and the 
Oesterreichische Bodencredit-Anstalt which has hitherto 
controlled the bank, the Rotterdamsche Bankvereeniging, 
Pierson & Co., and Hallgarten & Co., New York, will also 
take a participation in its capital. 

The following figures compare the profits of a number 
of Dutch banks for 1928 with those of 1927 :— 
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1928 1927 
(In guilder) 
Amsterdamsche Bank os $3 ni 7,640,000 6,950,000 
Twentsche Bank i re 5 4,240,000 3,980,000 
Continentale Handelsbank . ea - 976,000 935,000 
Industrieele Disconto Maatschappij a 550,000 590,000 
Nederlandsche Bank voor Zuid Afrika .. 605,000 564,000 


BELGIUM 

The net earnings of the Banque Centrale Anversoise 
amounted to 19,330,000 f. for 1928 against 15,670,000 f. 
for 1927. The Crédit General de Belgique increased its 
net profits from 16,190,000 f. to 20,620,000 f. The Crédit 
Anversoise is increasing its capital from 100 ,000,000 f. 
to 150,000,000 f. Count Volpi, the late Italian Minister 
of Finance, has joined the board as the representative of 
an Italian financial group which is taking an interest in 
the bank. 

SPAIN 

The net profits of a number of Spanish banks for 1928 
are compared in the following table with the corresponding 
figures for 1927 :— 


1928 1927 
(In pesetas) 
Banco de Bilbao... ‘ -. 19,100,000 17,854,000 
Banco Hispano- Americano . as .. 17,489,000 16,472,000 
Banco de Vizcaya .. - nv 18,713,000 13,660,000 
Banco Mercantil de Santander cr ‘is 3,535,000 3,058,000 
Banco del Comercio (Bilbao) - as 1,536,000 1,479,000 
Banco San Sebastian Ss ‘ <a 1,417,000 1,292,000 
Banco de Oveido .. i ‘ - 1,778,000 1,624,000 
Banco de Gijon a its ra sa 1,544,000 1,388,000 
Banco Urquijo Catalan os Kis Gs 1,230,000 1,075,000 
Banco Urquijo de Guipuzcoa aie we 1,072,000 860,000 
Banco de Santander. . ‘ I,021I,000 987,000 
Banco Internacional de Industria y ‘Comercio 1,987,000 1,417,000 
Banco Gijones de Credito .. - Ba 525,000 495,000 
Banco de la Coruna . : 500,000 480,000 
Banco Asturiano de Industria y Comercio. 823,000 637,000 
Banco Comercial de Tarrasa . i 502,000 491,000 
Banco de Tolosa... 58 iia a 366,000 180,000 


HUNGARY 


The Land Credit Bank of Budapest, which is controlled 
by Sir William Garthwaite, has got into difficulties. It 
has been ascertained, however, that the bank’s assets are 
well in excess of its liabilities, and that the difficulties are 
of a temporary nature, due to the run of depositors 
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resulting from a speculative campaign against the bank’s 
shares. 


POLAND 
The net earnings of the Bank Handlowy of Warsaw 
amounted to 2,780,000 zloty for 1928 against 2,380,000 
zloty for 1927. The dividend has been raised from 6 per 
cent. to 7 percent. The Bank Cukrownictwa is increasing 
its share capital from 9,000,000 zloty to 12,000,000 
zloty. The Bank Kwilecki, Potocki & Co., Poznan, 
produced a net profit of 316,000 zloty, against 309,000 
zloty for 1927 
ROUMANIA 
The Siebenburgische Bank und Sparkasse A.G., 
Cluj, will amalgamate with the Commercial and Agricul- 
tural Bank of Timisoara. The Dresdner Bank is 
transforming its Bucharest branch into a subsidiary 
company with the participation of Dutch and British 
interests. A Swedish-American group is also planning 
the establishment of a new bank. 
The following figures compare banking profits for 
1928 with those of 1927 :— 


1928 1927 
(In lei) 
Banca Romaneasca .. wi is .. 118,140,000 116,620,000 
Banca Chrissoveloni. . os + -: 45,772,000 47,871,000 
Swiss-Roumanian Bank .. ¥s .. 16,605,000 16,642,000 
Banque de |’Est, Cernauti .. .. 12,266,000 — 


A new banking law is being introduced to safeguard 
the interest of depositors. 
ESTONIA 
The dividend of the banking firm, G. Scheel & Co., 
has been maintained at 16 per cent. for 1928, not at 6 per 
cent., as stated in a previous issue. The Tallinn Credit 
Bank produced a net profit of 243,000 kroons for 1928, 
and declared a dividend of 10 per cent. 
LATVIA 
The dividends of most Latvian banks for 1928 show 
no essential change as compared with 1927. The Transit 
Bank, which is controlled by the Soviet trade delegation, 
increased its dividend from 4 per cent. to 6 per cent., 
and the dividend of the Latvian Joint Stock Bank was 
reduced from 4 per cent. to 3 per cent., and that of the 
Latvian Popular Bank from 8 per cent. to 7 per cent. 
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Central Bank Bulletin 


BANK OF SPAIN 


HE interim dividend of the Bank of Spain will 
be, it is understood, at least equal to that of last 
year. The net profits during the first five months 

of the year show a surplus of about 5,000,000 pesetas 
against the corresponding period of 1928, and it is 
expected that the surplus will further increase in the 
course of June. But for the participation of the Govern- 
ment in the bank’s profits, it would be possible to increase 
the dividend to a much greater extent. 


BANK OF GREECE 

The Bank of Greece will issue shortly the unissued 
balance of its share capital, consisting of 46,666 shares 
of 5,000 drachmae nominal; 29,000 shares will be offered 
at par to the old shareholders of the National Bank of 
Greece, while the remaining 26,666 shares will be offered 
for public subscription at a price of 7,000 drachmae per 
share. The transaction will be carried out by the 
National Bank of Greece, which will receive half of the 
premium on the shares issued for public subscription. 

REICHSBANK 

It is understood that the Reichsbank is taking steps - 
to prevent the influx of gold from London by means of 
discouraging the German banks from undertaking ship- 
ments, in spite of the fact that the exchange rate would 
secure a margin of profit on the transaction. 


NATIONAL BANK OF BULGARIA 


In virtue of the Geneva Protocol of March Io, 1928, 
on the Bulgarian stabilization scheme, the National 
Bank of Bulgaria was to abandon exchange control as 
from June 4, 1929, unless unfavourable conditions make 
it desirable to maintain the restrictions for another six 
months. The National Bank has availed itself of the 
option, and, in agreement with M. Charron, the foreign 
adviser of the bank, the Governor has introduced a Bill 
on the prolongation of the exchange control in a modified 
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form. The preamble of the Bill explains that, owing to 
the unfavourable international monetary situation, it is 
advisable to proceed gradually only in the restoration of 
the freedom of the Foreign Exchange Market. The 
commercial banks are henceforth authorized to sell 
foreign exchange up to an equivalent of 100,000 leva, 
and exporters are henceforth entitled to sell their foreign 
exchange to the commercial banks. These transactions 
will remain under the close inspection of the National 
Bank of Bulgaria. 


BANK OF ESTONIA 


The net profits of the Bank of Estonia for 1928 
amounted to 2,464,000 kroons, against 3,589,000 kroons 
for 1927. The decline was due to the reduction of 
the bank’s earning assets from 57,100,000 kroons to 
31,800,000 kroons, as a result of the execution of the 
banking reform connected with the stabilization scheme. 
As the newly established State Mortgage Bank took over 
a large portion of the bank’s credit, receipts from interest 
and commission declined from 5,634,000 kroons to 
4,002,000 kroons. 





The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 





INTERNATIONAL GOLD MovEMENTsS. By Pavut Eznzic. Pp. 114. 
(Macmillan. 6s.) 


OCCUPYING little over 100 pages, this book yet contains nine 
chapters and as many as six appendices. This indicates the 
terse but pointful way in which it is written, as well as the 
relatively large scope of the matter. Its chief claim to be read 
is that, as Dr. Einzig points out, “It is the first book devoted 
exclusively to this subject, and the first attempt to go into its 
technical details, especially as regards gold points of the principal 
exchanges since the war.’’ On these grounds alone, therefore, 
the book may be commended particularly to all those whose 
daily business it is to have knowledge of the influences working 
on the Money Market and the Bullion Market. The recommenda- 
tion, however, is scarcely less strong in the case of those whose 
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interest is not so directly practical, for such readers will find 
in Dr. Einzig’s pages much concrete food for abstract thought. 


THE Economics OF INSTALMENT TRADING AND HIRE-PURCHASE. By 
W. F. Crick. Pp. 128. (Pitman. §s.) 

Mr. Crick, who is a member of the staff of one of the large 
banks, has made a bold attempt to deal with a large subject 
in small space. Had he attempted to cover the whole of the 
various aspects of the subject within this compass he would 
very likely have failed in the task. Wisely, however, he has 
mainly confined himself to the making of a theoretical survey, 
and more wisely still, he has written as tersely and concisely as 
he could. We hope that this adventure in theoretical economics 
on the part of a bank official who is every day involved in the 
practical work of banking is indeed a sign of the times; there 
can be nothing more to be desired than the effective linking 
of banking practice and theory. On this score alone, Mr. Crick 
is to be congratulated. 

But he is also to be congratulated on the way in which he has 
handled difficulties which this subject would not seem to offer ; 
his analysis is straightforward and logical, and on the whole 
sound. There are, however, certain debatable points in connection 
with the exposition. Thus Mr. Crick accepts unhesitatingly 
the theory which affirms the existence of periodical over- 
saving, and relates his own theory of instalment buying to 
it. Again, the conclusion quoted on p. 79 that “...a growth 
in instalment buying does not appear to place any serious check 
on the rate of either money saving or productive saving,” though 
carefully expressed, is hardly derivable from the preceding 
argument. 

To extend the list of such points is, however, not so desirable 
as to call the attention of bankers and, indeed, all engaged in 
finance, to the book as a whole. The development of instalment 
finance is only a matter of time; and the principles governing it 
will need to be assimilated to those governing banking policy 
in general. In providing chapters which have a specific utility 
for this, Mr. Crick is entitled to warm thanks. 


BRANCH BANKING IN ENGLAND. By L. A. Harr. Pp. 139. (Oxford 
University Press. tos. 6d.) 

As stated in the preface, this book “ is intended as a practical 
monograph . . . addressed to the American banker.’’ As such its 
object is to sketch the development of English branch banking, 
and to show the advantages resulting from the policy. 
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Although brief, the book is well proportioned, and serves its 
purpose. About one half of the total space is devoted to the 
history of the branch banking movement, and while another 
fifty pages are given up to a discussion of the organization and 
present position of the large banks, as much as twenty pages 
remain to be utilized for conclusions. , 

For the historical portion the author has drawn on the 
standard authors. Perhaps the most interesting chapter is that 
dealing with Bank Amalgamations, which, although based 
almost entirely on the recent work by Sykes (J.), is accurate and 
well proportioned. For the later parts of the book the author— 
an American—has largely relied on first-hand, personal know- 
ledge ; because of this, the resulting observations cannot fail to 
interest English bankers. And for this reason, particularly, a 
reading of the book is likely to prove worth while. 





NEWSPAPER FINANCE. By J. CRANFIELD Hicks. Pp. 35. (London 
General Press. 2s.) 

It is essential for bankers to keep abreast with changes in 
the structure of industry and commerce generally, and for this 
reason only this pamphlet should be included in the library. 
But a stronger reason is that, since Mr. Hicks has compressed 
into thirty actual pages (in addition to an _ historical précis) 
complete financial details of the various Press groupings, he has 
thereby provided a useful work of reference. In this respect, 
commendation may be made of the clear arrangement and bold 
printing of the ten pages of statistics. 





THE WORKING OF THE BILL OF EXCHANGE. By A. M. SAMUEL. 
(Effingham Wilson. 2s.) 

THE aim of this pamphlet is to give a lucid, simple, but yet 
comprehensive outline of how bills of exchange are born, how 
they live, and how they die a natural death. The author has 
done this ; but he has also explained the reason for this continuous 
process and sequence of events. Moreover, he has used the 
minimum of space, and based his exposition throughout on 
careful psychological precept. In consequence of this, although 
the author has not sought to explain complexities which some- 
times arise, it is possible to say that it is the best little 
introduction to the finance of foreign trade that we have handled. 
Wor-LpD Economic SuicipDE. By Sir GEORGE PatsH. (London General 

Press. Is.) 

In so far as this pamphlet of fifteen pages constitutes an 
argument relating to, and a denunciation of, the harmfulness of 
tariff barriers, we welcome it. We do not, however, find ourselves 
attracted by the appeal to sensation which it provides. 
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Martins Bank 


Liverpool Headquarters 


By Professor C. H. Reilly 


HE design of the great building, illustrated here 
in its present half-finished state, was won in a 


limited competition by a young Liverpool architect, 
Mr. Herbert Rowse, against seven selected competitors 
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architects. He had already made his name as joint 
author of a still bigger building (on a site immediately 
opposite on the other side of Water Street) for Messrs. 
Alfred Holt and Company, the great shipping firm. 
The Holt Building, which is still in course of erection, 
when finished will have cost about two million pounds. 
This bank building will cost about half a million. It is, 
therefore, safe to say that neither Wren, Vanbrugh nor 
Robert Adam among the great past, nor Sir Edwin 
Lutyens nor Sir John Burnet among the great present 
architects ever had, when still in their thirties, quite 
such opportunities or quite such an amount of work at 
one time, and certainly not work so dramatically placed, as 
these two great structures facing one another across the 
main street of a town. Mr. Rowse was one of my own 
students at the Liverpool School of Architecture, so 
I may be pardonably proud of his success. In 
the competition for the big shipping office his and 
his partner’s design was chosen by Sir Giles Scott; in 
the subsequent one for this building I was myself the 
assessor; the designs, of course, being submitted 
anonymously. 

Taking the plan first, it will be seen that the bank 
occupies an island site. The shortest front looks south 
and faces Water Street, the long eastern one the 
beautiful Liverpool Town Hall, built by John Wood of 
Bath in the eighteenth century. This side also faces the 
open space behind the Town Hall, called “ The Flags,” 
round which are the Exchange buildings with the Cotton 
Exchange away to the north-east. It was, therefore, 
essential that there should be an entrance to the bank 
and the offices above in this direction. Several of the 
competitors, with otherwise excellent designs, forgot this 
important point. : 

The main problem then was to design a large branch 
bank with its great banking hall and its foreign exchange 
and other departments on the ground floor, a banking 
headquarters on the next two floors, and then to get as 
much well-lit lettable office space easily approached on 
the upper floors, saving the two top ones for directors’ 
and staff dining-rooms with the necessary kitchens and 
service, and living accommodation for two officials and 
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a caretaker. After a good, dignified practical arrange- 
ment of the banking premises, the next most important 
part of the problem was the space to be let as offices. 
Obviously, the more that could be provided of this the 
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GROUND-FLOOR PLAN OF MARTINS BANK NEW HEADQUARTERS 


better for the owners of the building. The difficulty 
was the narrowness of the site. With the necessary sets 
back on the upper floors for light and air to adjacent 
buildings, it was impossible to obtain sufficient thickness 
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of building round the central court without encroaching 
on the banking hall below. A glance at the section will 
explain this. Mr. Rowse’s brilliant expedient was to 
cantilever out the upper floors above the roof of the 
banking hall. He was the only competitor who thought 
of this. Although the walls of his central court are 
eighty feet high, he boldly carried them in the air as 
the section shows. With modern steel construction such 
a thing is possible at small extra cost-—an extra in this 





ARCHITECT’S SECTION OF THE NEW HEADQUARTERS OF MARTINS BANK 


case carrying a very high return. Having solved the 
problem of the upper floors in this way, Mr. Rowse was 
able to plan a really noble and spacious banking hall on 
his ground floor. As the walls of the central court were 
carried on cantilevers, he was not tied by them. Indeed, 
they bear no relation to those of his banking hall, though, 
of course, they leave the latter ample skylight space. 
It was a brave solution, making full use of modern 
construction, which deserved to win. 
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The banking hall itself was designed as a cortile in 
Roman travertine stone. The great blocks of this 
forming the columns, shuttered in for protection with 
boarding, are already in place, as can be seen in the 
photograph of the steel work. They are really monoliths 
pierced to allow the steel stanchions to pass through 
them. It is a wonderful stone, which can be obtained 
in blocks large and true enough to allow such treatment. 
Travertine has a very pleasant texture too, without the 





GENERAL VIEW OF NEW HEADQUARTERS OF MARTINS BANK AS IT 
WILL APPEAR WHEN COMPLETED 


hardness of marble, and a great banking hall with its 
walls entirely built of it, when designed as Mr. Rowse 
has designed his, should be a noble-apartment. He tells 
me he proposes to enrich the frieze and cornice with 
gold and colours. The rich, creamy walls should set 
this off very pleasantly. On either side of the banking 
hall Mr. Rowse has a broad vaulted corridor, which 
terminates in a rotunda. These four rotundas repeated 
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on each floor not only make delightful features on the 

plan, breaking up the monotony of the long corridors 

on the upper floors, but serve a very useful purpose 

STEEL CONSTRUCTION, SHOWING THE GREAT CANTILEVERS CARRYING 
THE WALLS OF THE INTERNAL COURT 

the ground floor that two are entrance halls for the offices, 

one for the bank managers and one for the bank staff. 
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The Royal Mint 






consideration, you will inevitably think of JOHN” 

TANN Safes and Strong Rooms—reminded of the 
fact that many of the greatest British Banks place the 
utmost reliance upon JOHN TANN SECURITY. 


Vakers tothe Bank of England, the Royal Mint, and the leading Banks throughout the World 


W consi the security of property is your immediate 


JOHN TANN, LTD. 


117 Newgate Street, London, E.C.1 
Telegrams : SAFEJOTAN. LONDON. 


Telebhone : CENTRAL 9772, 


A John Tann Cash Safe agen 
as regularly supplied to 
one of the most important 
Banking 


‘ mportant Users 
Ls : 


EIN 
‘ AWN 


Edward Tann, 
Founder, 1795 
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THE POLISH 
HANDBOOK 


A Guide to the Country 
and ‘Resources of the 
Republic of Poland 





10/6 PosT FREE 





Order from: 
The Editor, The Polish Handbook, 
47a Portland Place, London, 
W.1 








YOU CAN HAVE 


THE MYSTERY 


OF THE 


TRADE DEPRESSION 


By Frederic E. Holsinger 


A book which in the simplest language 
makes a sensational exposure of what is 
really wrong in the economic system and 
shows the way to prosperity without 
socialization 


ON FIVE DAYS’ APPROVAL 


By sending 7s. 6d. (the price of the book) and eight 
ence extra (for postage). If the book is received 
Back within seven days of dispatch, the whole price of 
the book (7s. 6d.) will be forthwith returned. 
THE MYSTERY OF THE TRADE DEPRESSION 
is a most sensational and epoch-making book. It will 
revolutionize economic thought more completely 
than Adam Smith’s “The Wealth of Nations.” 
Incidentally, it is a vindication of John Stuart Mill. 


Write today for a copy on approval, enclosing remittance, to : 


FREDERIC E. HOLSINGER, 
40-43 FLEET STREET. 
CENTRAL 7769 
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Altogether this plan has a beauty in itself which promises 
well for the building. One may say that, though a 
beautiful pattern in plan does not necessarily imply a 
beautiful building above, it is almost impossible to have 
a beautiful building without the plan of such building 
making a beautiful pattern. 

Turning now to the exterior, we see that Mr. Rowse 
has wisely, in a building of this height and mass, kept 
most of his wall surface plain. He has merely contrasted 
certain outstanding portions with the rest by the use of 
rustication, that is stonework with richer joints. The 
most satisfactory elevation is that to Water Street with 
its strictly balanced front, the competition drawing for 
which is here illustrated. The single range of columns 
high up with rich windows between the columns is an 
effective feature. The perspective view of the whole 
building is less fortunate. It was not wise to attempt to 
show so much on one drawing. One will never see it in 
reality. The silhouette of the little domed Town Hall will, 
fortunately, cut off a good deal of the flank, though the new 
building, like an American one, will be seen again rising 
above it. Liverpool,it will be realized, is not allowing itself, 
especially in this street, to be tied to the London height 
of eighty feet in the cliff wall. The main front to Water 
Street here is one hundred and fifty feet high from the 
pavement level, and the whole building from the bottom 
of its third basement to the top of the roof is over two 
hundred feet. Whether Liverpool is wise in allowing 
these heights is another question. Permitting them, the 
bank’s architect had, obviously, to make the best use 
he could of them. Perhaps if he were starting afresh 
today he would not indulge himself in a main cornice 
and the other motives of Italian palazzo design. One 
cannot stretch these motives out indefinitely, and 150 ft. 
is higher, I think, than any of the Italian Renaissance 
palaces for which they were originally conceived. His 
great building, however, on the opposite side of the street 
is treated in the same manner, which, no doubt, helped 
to dictate, and rightly for the sake of the street, the 
present design. Anyhow, these two great Italian blocks 
facing one another as giant sentinels at the top of the hill 
leading up from the river will make a most imposing 
entrance to Liverpool. The directors of the bank are 























STR 


h 
4 








: 


ce . 
li ee ee 





Telephone : 


Gerrard 0754. 








BURROUGHS TYPEWRITER 
ACCOUNTING MACHINES 


Used by 
Coutts Bank, 
Bank of Ireland, 
Westminster Bank, 
Midland Bank, 


etc., etc. 


Used by banks on work where descriptions of items are 
required. 


Combines the automatic features of Burroughs Machines 
with full standard typewriter keyboard. 


Types full description where required. 

Tabulates automatically to the correct printing position 
without selection of keys. 

Prints all totals and balances, also by depressing a single 
key. 

Automatic dates. 

Automatically signals overdraft balances and automatic- 
ally prints them in red. 

Simple in operation. 


Special models for ledgers and statements, waste books, 
bill books, stock order work, posting slips—single or 
multiple—lists of specified credits, and all bank figure 
work requiring written description. 


Burroug Machines 


BURROUGHS ADDING MACHINE LTD., 
Chesham House, 136 Regent Street, London, W.1. 


Branches in 
Principal Cities 


G2 
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heartily to be congratulated on this great enterprise, and 
Liverpool, too. 


LIST OF CONTRACTORS AND SUB-CONTRACTORS EMPLOYED ON THE 
NEW HEADQUARTERS OF MARTINS BANK LIMITED, LIVERPOOL, 


PRELIMINARY CONTRACTS : 

DEMOLITION AND FOUNDATIONS—William Thornton & Sons, Ltd. 
STEELWORK—Redpath, Brown & Co., Ltd. 

PRELIMINARY WORKS BELOW STREET LEVEL—William Moss & Sons, Ltd. 
MARBLE CoLUMNS—John Stubbs & Sons. 





SUPERSTRUCTURE : 
GENERAL CONTRACTORS—William Moss & Sons, [td. 
SuB-CONTRACTORS : 


HEATING AND HoT WATER SERVICE, INCLUDING BOILERS AND CHIMNEY—Richard Crittall & Co., 
Ltd. 


VENTILATION—Richard Crittall & Co., Ltd. 

PLUMBING, COLD WATER SERVICES AND FIRE MAINS—R. W. Haughton. 
LIGHTNING ConpUCTORS—William Hogg, Limited. 

GEARLESS TRACTION ELEVATORS AND SERVICE LiFT—Express Lift Co. 
STONE CARVING (portion)—H. Tyson Smith. 

STONE CARVING—H, H, Martyn & Co,, Ltd. 

MODELS FOR STONE CARVING—H. Tyson Smith. 

PAVEMENT Licuts—Luxfer Prism Syndicate, Ltd. 

GENERAL SMITHWORK—Cheshire Pooley & Co. 

REINFORCED CONCRETE FLOoRS—The Trussed Concrete Steel Co. 
ASPHALT WorRK—Val de Travers Asphalte Paving Co., Ltd. 

PLASTER AND FrBROUS PLASTER—J. B. Johnson & Co., Ltd. 

GLASS AND GLAzING—Williams & Watson, Ltd. 

PAINTING—James Stott. 

STEEL PRESERVATIVE Pamnt—*“ Cuteline,” Limited. 

CEMENT—The Portland Cement Selling & Distributing Co., Ltd. 
PARTITION WALLS—Aerocrete Units (Lancashire), Ltd. 





New Branches 


Barclays Bank, Ltd., have opened sub-branches at Askrigg, Yorks ; 
Hogsthorpe and Chapel St. Leonards, Lincs; and at 46A Bohemia 
Road, St. Leonards-on-Sea. 


The National Provincial Bank, Ltd., have opened branches at 
102 Allerton Road, 61 Great Nelson Street, and 509 Prescot Road, 
Liverpool; at 106 High Road, Kilburn, N.W.6; and at 13, Bridge 
Street, Pinner. 


Lloyds Bank, Ltd., have opened a sub-branch at Tankerton, and 
at 38, King Street, Twickenham. 
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MARTINS BANK, LIVERPOOL 


NEW HEADQUARTERS BUILDING 


The heating will be on the Panel 

System with oil fired boilers embodying 

Thermal Storage apparatus. The 

ventilation will be a combined inlet 

and extract system with air filtering 
and treating plant. 


These extensive heating and 
ventilating services are to 
be installed by 


RICHARD CRITTALL 
& COMPANY LIMITED, 
43, BLOOMSBURY SQ., LONDON, W.C1. 
& ROYAL LIVER BUILDING, LIVERPOOL. 








“THE BANK BOOK” 


Written and Illustrated by 
MAUDE PARKER, R.W.A. 


MESSRS. EYRE AND SPOTTISWOODE LIMITED 
have pleasure in announcing the publication of a volume 
containing a series of reproductions in colour from the water- 
colour drawings of the Bank of England by Miss Maude 
Parker, R.W.A., who has also contributed the explanatory 
notes which accompany each plate, and an historical preface. 
“The Bank Book” contains 12 plates in colour, artistically 
mounted, with wide margins. Size of page 12 by 9%. 
Edition de Luxe (limited to 50 copies) £4 4 Oper copy net. 
Cloth Bound - - - “ - £1100 ” ” ” 
“The book is a masterpiece of artistic printing. It will be a popular ornament of waiting-rooms 


of bankers, but will be appreciated also by lovers of art who have no connection with finance.’’— 
The Financial News. 


Printed and Published by 
EYRE AND SPOTTISWOODE LIMITED, 


His Majesty's Printers, 


4 MIDDLE NEW STREET, LONDON, E.C,4. 





ENTERPRISE! 


(The intrepid enterprise of Columbus over four 
centuries ago apened up all the possibilities of an 
undeveloped Continent. 


@, Since then, the enterprise of succeeding generations 
has resulted in phenomenal development of the vast 
resources of the New World. 


@ To-day a great and growing vol 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD ST, LONDON,EC2 








International Bank 
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NATIONAL BANK of 
BOSTON 


1784 3 3 1929 
BOSTON, U.S.A. 
Foreign Branches 
CuBa ARGENTINA 
Havana, CiENFuEGOs, SANTIAGO, SANcTI, SprIRITUS Buenos Arres 
European ‘KR epresentatives 


Lonpon Paris BERLIN 
24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $50,000,000 
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Argentine Supplement 





The Development of Private 
Banking in Argentina 
By Carlos A. Tornquist 


(President of E. Tornquist & Co. Ltd., Buenos Aires) 


HE law of “Bancos Garantidos” of 1887, which 
established a great many banks with issuing powers 
on a system similar to the national banks of the 

United States, and which produced the great crash of the 
majority of the banks established under that law, leading 
to the grave crisis of 1890-91, was the law which really 
marked the beginning of private banks. 

Since the political, monetary, and economic consoli- 
dation dating from the conversion law of 1899, the private 
banks have had a remarkable development. That law, 
which stabilized our peso, produced a rapid evolution in 
the financial and economic order of the country. Those 
private banks which survived the shocks suffered in 
previous decades, have become more and more prosperous, 
and new banking institutions have been founded. The 
majority of these banks have shown great vitality and 
have contributed largely to the economic development of 
the Republic. 

It is interesting to note that the oldest private bank 
existing today is the London and River Plate Bank, 
founded in 1864. Following it in seniority are the Banco 
de Italia y Rio de la Plata, founded in 1872, and the 
Banco Espanol del Rio de la Plata, founded in 1886. 
In the two years following a large number of new banks 
—having the right to issue notes—were founded under the 
law mentioned above. In that period the Banco Frances 
del Rio de la Plata, the Banco Popular Argentino, the 
Banco Aleman Transatlantico, and the Nuevo Banco 
Italiano were founded, and are the only ones surviving 
the crisis of 1890-91. 

With the founding of the Banco de la Nacion Argen- 
tina in 1891 (today the most powerful banking institution 
in the country, and — due to the wealth of its resources 
—figuring as one of the strongest banking concerns in 
the world) banking in the Republic received a strong 
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backing. By its own extraordinary and rapid develop- 


ment, the Banco de la Nacion has itself become the . 


instigator of consolidation amongst the private banks. 
It was founded with the fundamental idea of making it the 
only note-issuing institution of the Republic, but through 
lack of interest on the part of private capital in partici- 
pating, that idea was not carried out. Thus, the Banco 
de la Nacion, although a State bank, became a simple 
establishment of deposit and discount, but occupying a 
special position in the banking system of Argentina, owing 
to the guarantees and advantages it enjoys from the State. 
It is a formidable competitor of the private banks. 

Between the Banco de la Nacion as a State institution 
and the banks owned by private capital must be placed 
the Bank of the Province of Buenos Aires. This bank’s 
capital is subscribed in equal parts by the Government of 
the Province and private persons, and it is therefore a 
“mixed”’ bank. The Province thus has a bank of official 
character, governed by provincial laws and organized in 
1906 on the basis of the old Banco de Comercio. Moreover, 
the preponderating role which the Banco Oficial of the 
Provinceof Buenos Aires previously occupied in thecountry 
has been recovered to a certain extent by the new bank. 

When it is taken into consideration that the Banco de 
la Nacion and the Banco de la Provincia together hold 
more than half of the total of all the bank deposits of 
the Republic (the Banco de la Nacion holds more than 
43 per cent. of all the deposits itself), the influence which 
these two banks exert over the private banks in the coun- 
try is evident. The private banks discharge the rdle of 
deposit and discount banks in their true sense ; the foreign 
banks, such as the English, German, and North American, 
have never dedicated themselves in a direct way to the 
formation of commercial or industrial enterprises as is 
done by banks in other countries. 

Owing to the great immigration of capital and popula- 
tion which Argentina has received in the last decades, 
banks of various nationalities, but especially of the three 
mentioned, have been set up in the country, contributing 
in an important way to the development of the system. 
Other. banking institutions with foreign names were 
formed almost entirely with Argentine capital and have 
local boards of directors. Among these banks, the Banco 
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Espanol del Rio de la Plata, the Banco de Italia y Rio 
de la Plata, the Nuevo Banco Italiano, and the Banco 
Frances del Rio de la Plata, with branches in different 
European countries, occupy an outstanding position in 
the Republic. 

Yet a complete banking organization does not exist in 
the Argentina Republic because there is no central 
institution controlling circulation and credit. The Banco 
de la Nacion—in spite of its official character—cannot 
perform this mission, as it is a competitor of the other 
banks. The rediscount law passed at the beginning of 
the World War which should have formed a bond between 
all the banks, did not lead to that result. The private 
banks only rediscount on special occasions with the 
Banco de la Nacion when the situation is difficult. The 
mere existence of the law of rediscount nevertheless 
offers to the private banks a help when required, but 
because of the competitive character of the Banco de la 
Nacion, rediscounting operations are seldom effected by 
the private banks with the former. This lack of real 
banking organization in the country causes the banks to 
carry out their operations without close co-operation, 
and also accounts for the interest and discount rates 
varying so much between one bank and another. It also 
explains why the banks hold very high reserves, these 
averaging at times between 25 per cent. and 30 per cent. 
of the deposits. The looseness of the bonds which do 
exist between the various banks also contributes to 
maintain the rate for credit advances and discounts 
around 7 to 8 per cent., although when there is surplus 
money on the market first-class clients may obtain credit 
at rates 1 to 2 per cent. lower. 

In order to remedy these defects of our banking or- 
ganization, and in order to perfect and modernize the 
monetary circulation, I have on repeated occasions 
pleaded for the formation of a central issuing bank. This 
new institution, which I have named “Banco de la 
Republica,’’ would, as is done by the European central 
banks, discharge the duty of regulating the monetary 
and banking system of the Republic. It would also direct 
banking credit in the manner best suited to the economic 
and financial interests of the nation. With that object 
in view I have proposed that the future bank of the 
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Republic should absorb the “Caja de Conversion” and 
take charge of the actual monetary circulation, besides 
acting as treasurer of the nation’s funds. This duty is 
now discharged by the Banco de la Nacion. 

The development of private banks in Argentina dates, 
as we have already said, from the time of the passing of 
the conversion law which stabilized the currency. Owing 
to the World War the banks suffered certain misfortunes 
and even reverses, but afterwards they experienced a 
great recovery, and at the end of 1928 the deposits 
amounted to over 4,000,000,000 paper pesos. The follow- 
ing statement shows the growth of all the Argentine 
banks from 1910 up to the end of 1928. I have inserted 
some years of the war to show the influence this had on 
the banking movement in Argentina—unfavourable in 
the first years, but showing an appreciable increase in the 
different operations at the end of 1918, which has con- 
tinued almost uninterruptedly till the end of 1928 :— 


| 
| No. of 


December 31 | ealien Capital Deposits | Discount | Reserves 
\ 
(In paper $) 
1910 wi -- 404,540,200 | 1,332,170,300|1,297,891,700! 487,001,100 
1913 27 513,416,200| 1,463,515,300/1,540,817,800 575,654,600 
1914 25 449, 111,800] 1,242,043,600/1,195,552,400 518,410,500 
1915 25 | 420,671,400| I,469,121,600|1,241,992,700| 659,312,100 
1918 ae 27 462,048,900 | 2,843,606,100| 1,884,802,400 953,459,800 
1920 a 31 488,401,300 | 3,529,841,000 | 2,505,215,400 | 1,185,368,500 
1925 as 31 461,934,400 | 3,441,056,900 | 3,021,463,700| 815,070,600 
1928 fice 30 491,486,300 | 4,020,961 ,000 3,046,035,000 | 1,104,525,000 


| | | 


The above table shows that the number of banks has 
not changed greatly in the last two decades. Several 
small banks have disappeared, others have been merged, 
and new ones have been founded—since the war. 

As regards movements of capital, the large decrease 
observed in 1914 is due to the reverses suffered by some 
of the banks which were obliged to reduce their capital 
considerably. 

The increases in deposits and discounts do not call 
for comment, but the high reserves confirm what has 
been already said, viz. that the absence of a proper 
banking organization obliges the banks to maintain a 
very large proportion of their deposits as_ reserves. 
Part of these is represented by notes and another part 
by gold. Comparing the total reserves with the total 
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PRIVATE BANKING 89 
circulation, the percentages stated below—varying between 
64°5 and 87—are arrived at. A comparison between the 
note reserve and the circulation figure shows percentages 
varying between 46°6 and 79°4 during the eighteen years 
referred to, and proves that a very high percentage is 
retained by the banks in reserve as guarantee for their 
deposits ; the balance is in the hands of the public. This 
means that the amount of notes in circulation held by the 
public is always lower than that retained by the banks, 








Percentage of 








Notes in Bank Percentage of 
circulation Reserves reserve to note | paper currency held 
($ paper) ($ paper) circulation by banks to note 
circulation 
715,982,750 486,001,100 | 68°02 40°59 — 
823,263,045 575,054,600 69°92 52°89 
803,280,275 518,410,500 64°54 50°32 
987,645,615 659,312,100 66°76 60°56 
T,154,450,055 | 953,459,800 82°58 71°93 
1,362,563,507 | 1,185,368,500 87°00 79°35 
1,319,797,739 | 815,070,600 61°75 57°57 
1,405,875,362 | 1,104,525,000 78°56 5407 


In this article I have invariably referred to the Banco 


de la Nacion because it does over a third, and nearly one- 
half, of the whole banking business of the nation ; the pre- 
ponderating part it plays in the Argentine banking system 
can therefore be fully appreciated. 

Taking the financial statement of all the banks at 
December 31 last, and comparing it with one from which 
the figures of the Banco de la Nacion are excluded, the 
privileged position of the State institution is clearly seen :— 

















Capital Discounts Deposits | Cash Per- 
and centages 
| Advances | Cash- 

Deposits 
| 
(In paper $) 

All Banks ..| 491,485,000 | 3,046,035,000 | 4,020,961,000 | I,104,525,000| 27°47 
Ditto . »| 332,214,000| 1,871,651,000| 2,272,100,000| 508,330,000| 22°37 
(excluding the | 

anco de la | | 
Nacion) | | 








strong competitor of the 


private banks, it is not difficult to understand the extent 
to which the Banco de la Nacion has influenced the develop- 
ment of the former, and the effect that mutual dependence 
has produced on the economic growth of the Republic. 
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The City of Buenos Aires 
Capital of the Argentine Republic 


SIZE, VALUE OF PROPERTY, POPULATION 


HE city of Buenos Aires occupies a space of 185 square 

] kilometres; its public parks and promenades having an 
area of 20 square kilometres, representing 10°80 per cent. 

of the total. This percentage will be greatly increased within 
the next few years by the additions now being carried out by 
the municipality under the scheme of reform of the whole city. 


The avenues, streets, and new diagonal avenues together | 


represent some 15,000,000 square metres, of which 12,000,000 
are paved with granite blocks, and 3,000,000 with asphalt, wood, 
and macadam, the average cost of the paving being estimated 
at $10 gold per square metre. Deducting the two areas referred 
to, there remains 150 square kilometres of private property 
with 260,000 distinct owners, and 25 per cent. of the properties 
are still unbuilt on. 

A prudent estimate puts the value of the property 


at $3,100,000,000 gold, and 6 per cent. of this sum (or | 


$186,000,000), constitutes the value of the fixed property of 
the Buenos Aires Municipality. 

Property is steadily increasing in value, and sales have 
taken place in which up to $1,500 gold per square metre 
have been paid for property situated in the centre of the city. 

The investment of capital in the purchase of central pro- 


perties and for the construction of large buildings is sur- | 


prisingly large, and demonstrates the confidence placed in such 
investments, which give an annual return of 8 per cent. 
In the year 1900 the population of the city was 821,293. In 
1914 it had risen to 1,588,986—an increase of 4°82 per cent. 
Taking the actual population of the city to be 2,137,500 
(1929), and estimating an annual average increase of 2°7 per 
cent., in 1935 the population will have reached the figure of 


2,508,000; and as the economic reconstruction of Europe should | 


be complete by the year 1940, with an increase of 2°94 per cent. 
there will be a probable population of 2,882,100 in that year. 


MUNICIPAL FINANCES: INCOME, EXPENDITURE, LOANS, 
CREDIT, AND SOLVENCY OF THE CITY 
To cover expenditure, taxes fixed by national law are 


directly levied by the municipality on properties, plants, and 
persons receiving the benefits of the municipal services. 


[continued 
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THE CITY OF BUENOS AIRES—continued. 

Private property contributes 56 per cent. of the city’s 
income; services of public utility worked by private companies 
11°50 per cent. ; public functions and amusements 6°50 per cent. ; 
payments for direct services given by the municipality 16 per 
cent.; public advertising 2°30 per cent.; and from tax on 
vehicles 7°70 per cent. 

During the year 1928 the income of the city amounted to 
$38,117,298.40 gold, which, compared with $25,169,261.15 
collected in 1920, shows an increase of 51°40 per cent. in nine 
years. The income for the current year (1929) is estimated at 
$44,000,000 gold, or $100,000,000 paper currency. 


The expenditure is subordinate to the income, and is in 
accordance with the budget voted and approved annually by 
the Council, which also fixes the source and percentage of each 
tax. The preparation of the budget and tax regulations is the 
exclusive duty of the Lord Mayor. 


The municipality has also extraordinary income in the form 
of loans contracted by it up to a certain sum, the annual interest 
and charges on which must not exceed 20 per cent. of the 
ordinary income. 


At December 31, 1928, the municipal public debt reached 
the figure of $72,751,981 gold, issued at 5, 6, and 64 per cent. 
interest with I per cent. amortization. The annual charge on 
this debt was $5,678,590.97 gold in 1928, representing 15 per 
cent. of the income for that year; and calculating the present 
population to be 2,100,000, the charge per head works out at 
$34.65 gold for debt, and $2.70 for interest and amortization. 


Loans totalling $42,000,000 gold, and guaranteed by the 
municipality, have also been issued for the construction of 
workmen’s dwellings and for the paving of the city. The 
interest charges and amortization of these loans are paid by the 
secieties or companies carrying out the works under the control 
of the Council. 


In 1923 the issue of the most important loan ever contracted 
by the municipality, amounting to $63,480,000 gold, was 
authorized for the purpose of carrying out large public works 
and balancing the municipal budgets up till 1922. Of the 
amount authorized, $56,715,012.80 gold have been issued up till 
1928, and the sum of $2,152,823 gold has been redeemed up to 
the same date. It is interesting to state that 73 per cent. of this 
loan was placed in the country, the balance being taken up by 
North-American banks. 








[continued 
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THE CITY OF BUENOS AIRES—continued. 


With the proceeds of the loan, the municipal hospitals have 
been modernized, $8,000,000 gold having been spent for this 
purpose ; public promenades and avenues have been constructed 
and others projected, also streets widened at a cost of $18,000,000 ; 
a model slaughterhouse and cold storage plant has been erected 
for the supply of meat to the city at a cost of $4,000,000 ; horse 
traction has been superseded by mechanical traction in the 
municipal services; public lighting has been improved and 
enlarged ; and $5,000,000 have been applied to construct groups 
of houses for workmen and employees of the Corporation. 


Eloquent proof of the high credit enjoyed by the municipality 
is to be found in the high quotations of its bonds both on the 
Bolsa de Comercio of Buenos Aires and abroad. As a rule these 
quotations are two and three points above par. 


The total municipal debt of $72,000,000 gold barely amounts 
to 38 per cent. of the value of the municipal possessions, which, 
as before stated, is $186,000,000 gold. 


PUBLIC SERVICES CONCESSIONS 
(ELECTRICITY, GAs, TRAMWAYS AND OMNIBUSES) 


1. Electric Light Companies.—Two companies, the Hispano- 
Americana de Electricidad and the Italo-Argentina de Electri- 
cidad, have concessions, both for fifty years. The first was 
granted in 1907 and the second in 1912. On the expiry of the 
concessions the plants of both companies become the property 
of the municipality. The value of the plant of the Hispano- 
Americana on erection was $32,311,574.58 paper currency, and 
that of the Italo-Argentina $20,390,294.89 paper currency. 


Both companies pay 6 per cent. of their grpss receipts for 
sale of current into the Municipal Treasury:  , 


HISPANO-AMERICANA COMPANY 
($ paper) 


Year Capital invested Units sold Gross Tax 
(Bs. As.) K.W.H. receipts produced 

1924 -- 126,884,897.93 342,118,326 44,094,206.98 2,645,652 

1928 «+ 166,925,055.40 635,384,440 57,676,152.46 3,460,569 


ITALO-ARGENTINA COMPANY 
($ paper) 

1924 »» 35,065,276.14 82,461,331 10,761,347.75 645,680 

1928 -» 53,431,281.46 125,032,290 14,340,544.74 860,432 





[continued 
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THE CITY OF BUENOS AIRES—continued. 
2. Gas Company.—The Primitiva Gas Company is the only 
one having a concession in the city, and the concession was 
granted in 1920 for twenty years. 


PRIMITIVA GAS COMPANY 


($ paper) 


Years Cubic metres Gross Tax 
sold receipts produced 

1924 .. .. 28,436,908 5,625,138.60 450,011 

1928 .. .. 38,622,327 7,142,123.40 571,369 


3. Tramway Companies.—There are three companies working 
a passenger service : The Anglo Argentine Tramways Co., Ltd., 
The Lacroze Co., Ltd., and La Compafia Electricos del Sud. 

These three companies pay 6 per cent. of their gross receipts 
to the municipality, with an additional 12 per cent. on receipts 
exceeding $50,000 per kilometre run. 





The figures of the three companies are as follow: 


($ paper) 


Years Passengers Gross Tax 
carried receipts produced 
1924 .. 638,910,952 60,062,203.38 3,606,732.18 


1928 .. 636,629,964 59,908,207.83 3,598,092.44 


Eighty-seven per cent. of the total number of passengers are 
carried by the Anglo-Argentine Company. 

4. Omnibus Service.—This service began in 1923, all the 
companies operating with doubtful permission. At the end of 
1928, 965 omnibuses were running with eighty-two services, 
and the total passengers carried amounted to 220,000,000 
approximately. 

5. Taxi-Cabs and Private Motor-Cars.——The number of 
licensed taxis in 1920 was 9,000, but this figure was reduced to 
7,000 in 1929. 

Private cars numbered 9,000 in 1920, but have increased to 
25,000 in the present year, an average of one car to every 
sixty-five inhabitants. 

In 1924 horse traction produced a tax of $780,085, and in 
1928 $585,013 paper currency. 

Mechanical traction (goods) produced $168,845 in 1924, and 
in 1928 $442,012 paper currency. 

Ninety-five per cent. of the lorries imported into the country 
are of North-American manufacture. 
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Mortgage Credit in the Argentine 
Republic 


By José Barrau 


(General Manager of the Banco Hipotecario Nacional) 


N the operations of secured credit authorized by the 
| laws concerning this business, mortgage loans guaran- 
teed by urban and rural properties take the first place. 
For many years these operations have been carried 
out in accordance with the general legislation contained 
in the Civil Code, excepting when special laws have been 
passed, such as the law creating the Banco Hipotecario 
Nacional of the Republic in 1886. Another gave the 
exclusive right to operate in the territory of the Province 
of Buenos Aires to the bank of that name—a mixed bank 
giving personal and secured credit, partly State- and 
partly privately-owned. 

Owing to the rapid economic development of the 
country, business in mortgage credit has greatly increased, 
and one of the fundamental reasons for this is the inten- 
sive work done by the official Mortgage Bank and, in a 
lesser degree, to the activity of the mortgage bank of the 
Province of Buenos Aires and similar national or foreign 
institutions. 

A retrospective examination of the value of the 
mortgages and an analytic study of the loans in force, 
first carried out throughout the whole territory in 1915, 
showed the mortgage debt of the Republic to be 
$2,989,000. The proportion of the total belonging to 
the Banco Hipotecario Nacional was 19°51 per cent. 
$583,000,000. 

The operations of the Banco Hipotecario have been 
extended throughout the Republic, and the increase from 
1915 to date is a notable one, so much so that the limited 
operations which had been carried on up to that year were 
greatly increased by the modifications of law No. 10,676 
of September 1919.- This extended the operations to 
colonization loans and loans to national employees (up 
to 80 per cent. of their salaries), and increased the 
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circulation margin of bonds to $1,000,000,000. This 
margin was further increased by law No. 11,259 in 1923 
to $1,500,000,000, and at present it is the legal margin of 
circulation actually authorized. 

In 1915 the amount of mortgages effected in the 
Republic with foreign capital was approximately 40 per 
cent., the average interest rate being 7°66 per cent., 
producing a vearly outflow abroad of interest on capital 
of some $87,000,000. 

The advantages of the official mortgage bank in its 
character of intermediary between the party soliciting 
the loan and the capitalist acquiring the bonds have 
greatly aided the bank in extending its business. The 
loans are effected on a thirty-three years’ redemption 
scheme with repayment by amortization of I per cent., this 
being added to the interest charge of 6 per cent. per annum. 
A further charge of 1 per cent. for commission is made 
during the first third of the contract, this being reduced to 
4 per cent. in the second, and to 4 per cent. in the last third. 

An analysis of the loans shows that a large part of 
the money advanced in rural loans is applied to the 
development of the native industries, such as agriculture 
and cattle-raising ; urban loans are used for the construc- 
tion and improvement of houses in the City of Buenos 
Aires and important towns in the interior. Some part of 
the loans is also applied to guarantee balances of purchase 
prices in those cases where transactions of buying and 
selling of properties have taken place, part for the division 
and colonization of lands, and part as guarantee for 
personal loans, etc. 

As for the destination of the mortgage capital, this 
cannot often be verified, nor can it be absolutely affirmed 
that in every case the object is solely for the purpose of 
producing new wealth; but it is provable by statistics 
that the greater part of the loans 7s destined for the 
development of production. 

There are also common loans effected to guarantee 
banking or commercial operations (by increasing commer- 
cial bills), applying the money for the improvement of the 
moftgaged property, or adding the amount of the loan to 
larger circulating capital already invested in the develop- 
ment of agriculture, cattle-raising, or other industries 
which from their nature defy analysis. 
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Loans applied to guarantee the balances of purchase 
prices of properties dealt in are frequently cancelled by 
changing the loan into a mortgage by bonds issued by the 
bank. 

The Banco Hipotecario Nacional has made its in- 
fluence felt in a decisive manner in the various aspects of 
mortgage operations, as the statistics taken in the census 
of 1915 amply prove. This census showed the actual 
debt of the country to be $3,355,000,000, and the 
amount sunk in loans effected under the conditions 
referred to has been deducted from this figure. 

The official figures of the various banks and societies 
giving totals of nominal credit, when compared with the 
amortization figures, show an average of 12 per cent. 
amortization. Allowing for amortization on private 
loans which have shorter terms and larger repayments, 
the following classification is arrived at : 


ALL OTHER BANKS. $ $ 

Nominal value—sundry creditors .. 2,220,820,399 
Mortgages without partial amortization .. 1,670,094,602 
Mortgages with partial amortization .. 550,725,797 
12 per cent. on $550,725,797 we “s 66,087,095 
Actual value of mortgages with amortiza- 

tion wi a i ne .. 484,638,702 
Mortgages without amortization .. .. 1,670,094,602 
Actual debt of sundry creditors .. ‘a 2,154,733,304 


BANCO HIPOTECARIO. 


Nominal value ny a a .. 1,320,171,538 

Mortgages .. $e 7 we .. 118,973,545 

Actual debt due to the Bank... ‘ I,201,197,993 
Total debt of the country a «+  3,355,931,297 


As will be seen, the mortgages in bonds of the Banco 
Hipotecario Nacional have increased since 1915 to the 
sum of $1,320,171,538—being an increase of $740,000,000 
in ten years, which includes the absorption of $400,000,000 
of private mortgage credit. — 
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The total nominal mortgage debt is divided as follows : 


No. of Amount. Per 

Mortgages. $ Cent. 

Private ea és .. 109,782 1,132,584,99I1 31°98 
National companies a re 4,352 121,293,171 3°43 
Foreign companies ‘ as 1,398 70,550,015 1°99 
National Banks .. oi a 2,549 137,610,879 3°89 
Foreign Banks .. 562 43,845,378 1°24 


National Banks and Companies 

specializing in mortgages and 

construction .. 13,918 215,505,598 6°09 
Foreign Banks and Companies 

specializing in mortgages and 








construction .. ws 2,226 209,036,723 5°90 
National Insurance Companies on 1,494 34,721,632 0°98 
Foreign Insurance Companies .. 12 2,335,255 0°07 
Banco de la Nacién Argentina .. 1,363 195,698,948 5°53 
Provincial Banks a es 1,255 17,697,045 0°50 
State ona as 1,775 39,940,764 rt3 
Banco Hipotecario Nacional -. 59,860 1,320,171,538 37°27 
Total -. 200,546  3,540,991,937  100°00 


By controlling the internal money market the Banco 
Hipotecario Nacional performs an efficient function and 
is of real guidance to any private capital offered for 
investment in secured loans. 

Comparing the figures contained in the reports com- 
piled in the years 1915 and 1925, it is easy to arrive at 
the proportion of, and conditions by which foreign loans 
have been replaced by national loans and mortgage bonds. 
In those years the distribution of capital corresponded to 
the respective nominal mortgage loans in the following 
manner, foreign currencies being calculated at par at the 
date of the two reports referred to : 











$ Per cent. 
1925 .. Foreign .. ba ..  611,657,657.24 17°86 
National. . ai .. 2,812,450,089.00 82°14 
- Total .. -+ 3,424,107,746.24 100°00 

$ Per cent. 
1915 .. Foreign .. - .. 1,136,399,914.00 38°01 
National. . - .. 1,852,949,302.00 61°99 
foetal .. .. 2,989,349,216.00 00°00 


The foreign capital invested in mortgages, therefore, 
which represented 38°01 per cent. of the mortgage debt 
H2 
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in 1915, has been reduced by over 50 per cent. today, 
and now only represents 17°86 per cent ; while the national 
capital, represented in 1915 by 61°99 per cent. of the total 
loans, was raised to 82°14 per cent. in 1925. 

The reasons which have produced these changes and 
the large increase in business done by the Banco Hipote- 
cario are internal and external, complex and varied. 
The internal causes are well known—the advantages of 
long-term repayment, smaller interest charges, accumula- 
tive amortization, the possibility of obtaining special 
amortization, with an immediate reduction of charges 
and the indulgence shown in respect of interest payments. 
But these are highly appreciated by the borrower, and 
explain why he prefers to operate in mortgage bonds 
instead of other systems. As to the external causes, 
these are the result of the special economic situation of 
each different country where the capital originates. 
They are directly related to the rise in bank rates in 
European markets, due to post-war requirements and to 
advantageous openings at home. 

Corresponding with the increase in Banco Hipotecario 
mortgages, a change took place in the holding of Argen- 
tine Mortgage Bonds. In 1915, with a small issue of 
$520,000,000, it was found that $300,000,000 worth of 
bonds were held abroad and only $16,000,000, or 3 per 
cent. of the issue, deposited in the custody of the 
banks. In 1925, with a much greater issue (amounting to 
$1,100,000,000), that it was proved there was deposited 
in the custody of the Banco Hipotecario Nacional 
25°90 per cent., which, together with the amount 
deposited in other banks of the Republic, brought the 
total up to $842,000,000, or 75°30 per cent. of the total 
issue. 

The bank now controls and fixes the quotations of its 
own bonds, and the fluctuations are less frequent and 
tending to become stabilized. Indeed, the only fluctuations 
to be noted are rises in the values of the various series 
as the date approaches for payment of the respective 
coupons, due to the accrued interest. It is not pretended 
that the course of the quotations is mathematical as 
regards the interest for a certain period of time, but it is 
proved by statistics that the quotations vary little in 
normal periods. 
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The Finances of the Argentine 
Republic 
By Alejandro E. Bunge 


HE impossibility of making use of foreign credit 

during the world war, together with a heavy 

decrease in Customs receipts—these had reached 
57 per cent. of the nation’s revenue—brought about a 
difficult situation in the national finances during that 
period. On the termination of hostilities, steps were 
taken gradually to consolidate the greater part of the 
floating debt accumulated in those years of crisis, and 
the national budget was balanced. 

This rapid and complete recovery in the national 
finances was the origin of various outstanding economic 
and financial events which have taken place since, as, 
for example, the stabilization of the foreign exchanges— 
the parity of the Argentine gold peso with the pound 
and the dollar—the opening of the ‘‘ Caja de Conversion,” 
large gold imports, and the lowering of the rate of interest 
on national loans raised abroad, etc. 

It is worthy of note that the Argentine Republic is 
one of the countries which has least increased its internal 
and external debts since 1914, and any issues made by 
the Republic during the last 30 years have been against 
gold deposits in the ‘‘ Caja de Conversion.” 


REVENUE. 


The latest ‘“‘ Memoria de Hacienda ”’ published by the 
Government contains the complete statistics for the year 
1927, and with figures taken from this official source, 
we have compiled the following statement of the ordinary 
income of Argentina. 

INCOME OF THE NATIONAL GOVERNMENT IN 1927 
Source. Amount collected. Per cent. 
$ paper. of total. 
1. Indirect Customs duties .. “i .» 312,718,100 47°5 
2. Indirect internal taxes... ‘ .- 108,996,542 16°6 
3. Direct taxes on property and persons .. 66,193,776 100 
4. Public service rates - -- 64,059,272 97 








Year. 


1913 
1g18 
I9gI9 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 


Year 
1913 
1918 
1919 
1920 
1g2I 
1922 
1923 
1924 
1925 
1926 
1927 


I0oO 


Source. 


out of a _ total 
$487,908,418 paper currency—or 84 per cent. 
Customs import duties alone account for 62 per cent. 
of the total income from taxes, and 46 per cent. of the 
total national revenue. 
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5. Revenue from State industrial concerns 
6. Revenue from State lands . . : ; 
7. Revenue from State financial institutions 
8. Sundry income 


Total . 


Import duty. 


199,167,701 
88,455,391 
III,333,283 
160,274,885 
160,478,095 
183,069,527 
242,497,586 
256,425,283 
302,433,253 
285,869,017 
301,271,289 
Post Office 
revenue. 
12,507,485 
12,255,404 
13,701,860 
15,958,393 
17,052,624 
18,596,057 
19,883,248 
21,195,875 
23,683,385 
25,400,685 
27,263,277 


Export duty. 


50,889,938 
68,309,968 
96,811,051 
2,274,083 
23,229,234 
25,157,208 
39,257,073 
47,527,884 
17,675,346 
11,446,811 
Discharge 
storage. 
8,370,441 
7313,993 
10,100,209 
12,391,402 
15,514,095 
14,728,805 
16,135,239 
18,044,711 
20,610,974 
22,031,509 
23,979,963 


INCOME OF THE NATIONAL GOVERNMENT IN 1927—continued. 


Amount collected. Per cent. 


$ paper. 


72,786,104 


of total. 
Iz st 


2,645,253 0°4 
5,702,824 0°9 





658,379,258 

The import duties and internal taxes make up the 
principal part of the national income, and if the total 
of these is deducted from the above statement, excluding 
the rates and other revenue, we find that the import 
duties and internal taxes produced together $410,267,831, 
income from duties and taxes of 


Internal tax 


on tobacco. 
$ 

28,937,087 
36,374,034 
41,396,402 
45,103,588 
47,734,922 
48,650,012 
49,802,489 
51,923,702 
56,362,242 
58,317,050 
58,904,752 


Alcohol. 

18,266,433 

9,509,523 
11,913,956 
15,244,206 
13,266,467 
13,523,350 
22,710,562 

7,565,018 
17,174,529 
18,080,557 


25,277,389 38 


I00°O 


The 


Stamp 
duty. 
$ 

16,319,034 
18,093,127 
25,003,674 
28,477,710 
25,904,398 
26,029,724 
28,703,636 
37,759,836 
39,700,623 
39,359,139 
39,582,397 


Total. 
349,229,429 
297,573,216 
368,365,575 
481,418,859 
421,058,566 
427,477,250 
524,099,242 
574,905,657 
640,333,643 
610,469,033 


19,664,928 *655,385,978 


* This total does not exactly agree with the total of the first statement 
at the beginning of this article, as several entries are excluded which 
were transferred to the subsidies account. 
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In the foregoing statement, the increase in the 
principal sources of income during the last ten years 
will be seen, the year I913 being taken as a reference 
to a normal pre-war period. 


EXPENDITURE 


The bad practice of authorizing large expenditure by 
means of “Government resolutions’’ which had been 
renewed during the later years of the European war, 
and which resulted in the yearly deficits, has, to a large 
extent, ceased, and after a long period of continual 
deficits the national budget now shows a small surplus. 

At the close of the financial year 1927 the position 
was as follows :— 


REVENUE $ $ 

Net amount collected ‘ 655,558,584 
EXPENDITURE— 

Estimates .. ‘ .. 614,153,535 

Special laws .. i a 9,755,583 

Government resolutions .. 16,752,251 

Credits transferred and other 

purposes .. en .. 11,272,868 651,934,237 





Surplus = 3,624,347* 


In addition to the expenditure met by ordinary 
income, the annual budget law authorizes the national 
Government to spend other sums principally in public 
undertakings and works, this expenditure being provided 
for with the proceeds of revenue from bonds. There is 
also another item of expenditure—subsidies—which is 
paid out of the proceeds of the national lottery and 
tax on perfumes. 

In the following statement all expenditure made by 
the Government in 1927 is included, and of the total of 
$1,048,769,794 (paper) spent, $650,237,161 were derived 
from ordinary income, and $398,532,634 from investments 
and other sources. 


* From this figure $555,864 should be deducted, being the amount 
to be transferred to 1928 to liquidate several payments corresponding 


to 1927, 
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TOTAL EXPENDITURE OF THE NATIONAL GOVERNMENT IN 1927. 










Sums spent. Proportion 
$ paper currency. of total. 


Public works and weeded “ 254,855,412 24°3 
Army and Navy .. $4 213,412,796 20°3 
Treasury and public debt * 211,190,157 20°I 
Ministry Interior .. we 117,544,953 132 

.» Public Education aN 105,766,228 10°2 
Sanitary works .. - ws 31,070,694 30 
Ministry Agriculture “is i 27,002,424 2°6 
Subsidies .. ea 25,835,544 2°4 
Pensions and retired pay, “ete. - 23,004,305 2°2 
Ministry Justice .. “a ~~ 21,156,242 2°0 

» Foreign Affairs .. Ss 11,715,285 rg: 


National Congress. . 6,215,754 0'6 



















Total .. 1,048,769,794  100°00 


PuBLIC DEBT 





In consequence of the large deficits in the national 
finances of the country during the war years (due 
principally to the decrease in Customs receipts), the 
floating debt went on increasing from year to year until 
it reached the sum of $892,824,000 at the end of 1922. 
As we have already said, in the last few years this debt 
has been gradually consolidated, and has been reduced 
today to half that sum. The loans contracted for this 
purpose and also for financing the public works annually 
authorized by the budget law amounted to $1,203,760,526 
paper currency during the five years from 1922 to 1927, 
and were applied to the following :— 


Consolidation of the floating debt, State Rail- 





ways and sanitary works .. ea in 545,049,728 
Public works and eannatied works... ~ 472,124,071 
Armaments i . i a ic 146,797,727 
Supplementary credits + ie és 39,189,000 

1,203,760,526 


PRIOR? 


As may be seen, of the total loans contracted, 45 per 
cent. was applied to the consolidation of the floating 
debt and 40 per cent. to financing new public works. 

At December 31, 1927, the national public debt 
amounted to a total of $2,601,709,098 paper currency 
distributed as follows :— 


, 
fl 
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ROYAL MAIL 
SOUTH AMERICA 


BRAZIL * URUGUAY 
AND ARGENTINA 


TOURS TO BRAZIL 
AND ARGENTINA 
AND 
ENCIRCLING 
SOUTH AMERICA 


90 YEARS’ EXPERIENCE 


THE ROYAL MAIL STEAM PACKET CoO, 


AMERICA HOUSE, Cockspur St., S.W.1. ROYAL MAIL HOUSE, Leadenhall Street, E.C.3. 
SOUTHAMPTON * LIVERPOOL * MANCHESTER * BIRMINGHAM * CARDIFF * GLASGOW 
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Consolidated public debt : $ 


Internal .. - - .. 1,051,697,962 
External be «a ..  1,103,820,136 





Total .. ..  2,155,518,098 
Floating debt* as a 446,191,000 


Totaldebt .. 2,601,709,098 


In the following statement the growth of the national 
public debt in the last ten years is seen :— 


STATE OF THE NATIONAL PUBLIC DEBT AT DECEMBER 31 OF THE 
FOLLOWING YEARS : 


(In thousands of pesos paper currency) 


Consolidated Floating Total 
Years. debt. debt. debt. 


1918... ‘a .. 1,314,148 711,255 2,025,403 
1919 .. a .. 1,285,246 734,589 2,019,835 
1920... me .. 1,257,502 682,274 1,939,708 
moar ls sis ~« Eaeeoe 745,261 2,022,987 
1922... wa .. 1,294,886 892,824 2,187,710 
1923... ya .» 1,315,753 874,645 2,190,398 
1924 .. “a «+ 2,923,502 816,517 2,340,099 
1925: + -- 1,743,972 589,361 — 2,333,333 
1926... + .. 1,845,845 560,662 2,406,517 
39037 2c. ns .. 2,155,518 446,191 2,601,709 


On analysing the actual floating debt, we find that 
60 per cent. was set apart for the construction of public 
works, and of the balance 22 per cent. was applied to 
the consolidation of debts arising from exchequer deficits. 
The following statement shows how the existing loans 
have been applied :— 
Amount in Per cent. 
$ paper currency. of total. 
Public works AP aa .. 1,281,168,523 59°43 
Consolidation of debts na .. 481,665,804 22°35 
Debts of the provinces a -» 145,820,425 6°77 
Armaments... os én ws I11,064,630 515 
Cancellation of guarantees to rail- 
ways ‘a wi aa me 68,506,200 318 
Increase of capital Banco de la Nacion 28,515,000 1°32 
Other objects .. ‘a wa xe 38,777,716 1°80 


7etal ... .. 2,155,518,298 00°00 





* We include the debt for “ differences of exchange,’’ which figured 
in the official figures of previous years, but which has been omitted from 
this year’s ‘‘ Memoria de Hacienda,”’ 
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Before the war, the total national debt (consolidated 
and floating) amounted to $1,331,985,000 paper currency 
at December 31, 1913, and represented a per capita 
debt of $174 on a population of 7,679,951. At the end 
of 1927 the debt per inhabitant had risen to $244. 

This small increase compares favourably with the 
enormous increases in the public debts of almost all the 
other countries of the world in the same period; and if 
the decreased purchasing power of money today is taken 
into account, the increase is much less than stated 
above. Comparing the purchasing power of money with 
the official index numbers, which are 100 for the year 
1913, against 130°43 for 1927, the actual debt per 
inhabitant only increased from $174 in 1913 to $187 in 
1927. 
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Banco Hipotecario Nacional 
245/263 25 de Mayo Buenos Aires, Argentine Republic 


With Branches and Agencies throughout the Republic. 





by the National Congress on September 24, 1886. It 
carries out mortgage loans on fixed property in the 
Republic under first-class secured guarantees. | 

To cover the loans contracted, the Bank issues Bearer | 
Bonds, called ‘“‘Cedulas Hipotecarias Argentinas,’ of the | 
nominal value of the loan; the bonds carrying 6 per cent. 
interest and 1 per cent. cumulative amortization for a term | 
of 33 years. The Bank pays the 6 per cent. to the holder of | 
the bonds, and for this purpose has made an arrangement for | 
payment of the interest abroad with the Banco Espanol del | 
Rio de la Plata, which acts as foreign agent of the Banco | 
Hipotecario. | 

A commission of I per cent. is charged during the first third | 
of the loan, 4 per cent. during the second, and } per cent. | 
during the last third of the contract. 

The loans are applied to the development of industry, 
building construction, agriculture and cattle-raising. 

The guarantee of the Cedulas Hipotecarias Argentinas 
consists principally of fixed property, and the payment of 
interest and amortization is further guaranteed by the State. 

The Cedulas Hipotecarias Argentinas are well known, and 
quoted regularly in many of the Stock Exchanges of Europe 
and America. | 

At December 31, 1928, the cedulas in circulation amounted 
in value to $1,429,000,000 paper currency, and Reserve Funds 
to $181,000,000 paper currency. 

The actual loans in cedulas amount to $1,581,000,000 paper. | 

The interest remitted abroad in 1928 amounted to $5,225,000 | 
paper currency, and the total amount paid during that year 
to bondholders amounted to $83,850,000. 

The bonds deposited in the Treasury of the Banco for custody 
without charge, amount to $486,000,000. 

The Cedulas Hipotecarias Argentinas in circulation are the 
Series K, L, C.H.A. 6 per cent., and those numbered IA to 33A. 


At the moment, part of the Series 29a, 30a, 32a and 33a 
are being issued. 


Ts Banco Hipotecario by Law No. 1804, was sanctioned 








[continued 
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BANCO HIPOTECARIO NACIONAL—continued. 


The highest quotation in 1928 was 103°80 per cent. of the 
Series L and C.H.A. 6 per cent. 

The lowest quotation was that of the Series 21a, 27a and 
28a, being 98°50 per cent. 

The cedulas issued during 1928 had the following fluctua- 











tions :— 

Series Maximum Minimum 
per cent. per cent. 

oy «. “a - és 102°90 98°40 

aa. 0 és os 102°90 98°40 

29a .. - - or 102°90 98°70 

30a... + - os 102°70 98°70 

. ar - os - 102°90 gg‘ Io 

22n ks si ae ~f 102°80 gg‘ 10 

Sa8 434 Si si - 103°40 98°80 


HEAD OFFICES AND BRANCHES 


The Head Office of the Banco Hipotecario Nacional is 


It has 


situated at 25 de Mayo Street, Nos. 245/263 and Leandro N. 
Alem Street, Nos. 232/260, Buenos Aires. 


the following branches :— 


Province of Buenos Aires.—Towns of Azul, Bahia Blanca, Junin, La Plata, 


Province 


Lincoln, Pehuajo, Pergamino, and Tandil. 


of Santa Fe.—Rafaela, Reconquista, Rosario, and Santa Fé. 


Province of Entre Rios.—C. del Uruguay, Concordia, Gualeguay, and Parana, 


Province 
Province 
Province 
Province 
Province 
Province 
Province 
Province 
Province 
Province 
Province 


of Corrientes.—Corrientes, Goya, and Paso de los Libres. 
of Cérdoba.—Bell Ville, Cordoba, and Rio Cuarto. 
of Santiago del Estero.—Santiago del Estero. 

of Tucuman.—Tucuman. 

of Salta.—Salta. 

of Jujuy.— Jujuy. 

of La Rioja.—La Rioja. 

of Catamarca.—Catamarca. 

of San Luis.—San Luis. 

of Mendoza.—Mendoza and San Rafael. 

of San Juan.—San Juan. 


Pampa Territory.—Santa Rosa. 
Rio Negro Territory.—Viedma. 
Neuquén Territory.—Neuquén. 
Chubut Territory.—Rawson. 
Chaco Territory.—Resistencia. 
Posadas Territory.—Misiones. 


BOARD OF DIRECTORS 


President :—Sr. Nereo Crovetto. 


Directors 


:—Sr. Eduardo Alisedo, Sr. Mariano Madariaga, Sr. Santiago 


. Rocca, Sr. Carlos J. Navarro. 
Managing Director :—Dr. José Barrau. 


Secretary-General :—Sr. Luis F. Lerena. 





{continued 
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BANCO HIPOTECARIO NACIONAL—continued. 


LIABILITIES 
Cedulas in force : 
Issued Series H a 33a .. 
Cancelled Series H a 33a 


In Circulation : 

Cedulas Series K a 33a 
Redeemed by the Bank : 
Cedulas Series H a 33a 


Interest on loans .. 
Amortization : 
of the loans in cedulas 


of the loans converted, Law 


2842 e4 re ma 
of the loans in cash, Art. 4.. 
of the mortgages, Art. 62 


Coupons unpaid .. 
Drawn cedulas unpaid 
Liabilities outstanding 
Cedulas deposited 
Interests Accumulated 
Gold exchange 


Conversion Law 2842 os 
of 


Differences in quotations, 
national public funds and 
cedulas, investment, general 


reserve fund and insurance fund 
Insurance premiums , 
Reserve funds: 
Private credits 
Insurance 
Article 4 
General 





$ 






BALANCE SHEET aAPpF‘ 
Paper Currency, Gold Currency, 
> 


2,291,358,000 


710,111,950 


1,581,246,050 


1,429,825,950 


166,058,754.05 


362,729.47 
2,449,846.32 
348,232.97 


4,000,000.00 
1,439,003.36 
74,966,311.00 


I01,432,187.25 


Total 


JOSE BARRAU, General Manager. 


151,420,100 


1,581,246,050.00 
48,012,764.63 


169,219,562.81 


961,455.50 7:752-50 
1,645,650.00 12,750.00 
1,660,556.88 402.50 

505,932,300.00 

1,647,245.58 
7,5C3,215.00 

642,520.00 


1,867,757-90 
705,913.36 


225,400.00 


181,837,501.61 





$2,495,379,278.27 7,749,520.00 








Buenos Aires, 


CROVETTO, President. 
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BANCO HIPOTECARIO NACIONAL—continued. 


ASSETS 
y ¢ In Cedulas Series H a 33a 1,581,246,050 
g { Conversions under Law 2842 642,520 
r| « (Art. 4 $22,837,875 
£ § , Domiciliary 
8 & (connections 177,930 
23,015,805 


Mortgages Art. 62 
Charges for collection 
Deposits on account of charges .. 


60,270,933.48 
2,549,045.81 
Cedulas redeemed Series H a 33a 
Cedulas deposited : 
Ordinary and Building. . 
Savings Bank .. : 
For sale for account of third 
parties. . 


486,256,575.00 
19,190,600.00 


485,125.00 
Furniture and effects 
Properties sold by auction 
Exchange paper currency 
Conversion Law 2842 
Bills for collection. 
Bank — (Head Office and Branches) 
Fixed propert oe as 
National Public Funds (Invest. Reserve Fund) : 
Arg. Credit Bonds. Internal Law 10223 


Arg. Credit Bonds. Internal 

Law 8121 ea “a aa 2,000,000 
Arg. Credit Bonds. Internal 

Law tt260 .. an a 10,697,200 
Arg. Credit Bonds. Internal 

Law 11319 a os 13,500,000 
O.S.N. Bonds, Laws _ 10998, 

11165 2a Series, and 11333.. 11,036,000 


Cedulas Hipotecarias Argentinas, 
Investment Insurance Fund for 
Reserve 

Bank Cash : 
Cash at 

Branches 

Fixed term. 

Fixed term for pay ment 
Cedulas 1/1/29 ; 
In current account Head 

Office and Branches 


Head Office and 






~ 
= 
= 


Banco Espanol del Rio de la Plata (for payment 
of coupons abroad) 

Cedulas of Investment Fund, 
(Cash value) 


Savings Bank 
Total me 
April 30, 1929. 


LUIS F. LERENA, Secretary-General. 





26,732,151.24 


Paper Currency Gold Currency 
$ 


1,604,904,375.00 
6,103,526.00 


57,721,887.67 
151,420,100.00 


505,932,300.00 
905,304.92 
1,149,730.52 
17,052,761.37 

642,520.00 
12,786.00 
19,424,295.71 
9,744,935.24 


7,107,000.00 


37,233,200.00 
1,227,875.00 


2,010,414.76 


35,000,000.00 


15,000,000.00 


76,732,151.24 
2,032,076.64 


1,711,558.20 





$2,495,379,278.27 7,749,520.00 








AQUILES L. LERTORA, Accountant. 
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Banco El Hogar Argentino 


Founded in September, 1899 





PAID UP CAPITAL 
$50,000,000 m/n. 


Head Offices: 


575 Bartolomé Mitre and 
147 Florida 
Buenos Aires 


Branches: 


Rosario de Santa Fé, Bahia 
Blanca, Cérdoba, La Plata, 
and Rafaela 





BOARD OF DIRECTORS 


PRESIDENT MANAGING DIRECTOR 
| Dr. Juan Carballido. Sr. Agustin Melian. 


VICE-PRESIDENTS 
Dr. José A. Frias. SECRETARY-DIRECTOR 


Dr. M. A. Montes de Oca. Dr. Manuel A. Portela. 


DIRECTORS 

Dr. Norberto Pifero. Sr. Barén Amédée Reille. Sr. Guillermo Padilla. 
Dr. Tomas R. Cullen. Sr. Emmanuel de Sieyes. Dr. Ernesto Ferrari. 

Dr. Luis Mitre. ° Sr. M. Bouilloux Lafont. Sr. Barén A. Anthouard. 
Sr. Guillermo Franchini. Eng. Juan F. Sarhy. Sr. Cornelio Vivanco. 


AUDITORS 
Sr. Eduardo Rocha. Sr. Juan M. O’Farrell. 


ASSISTANT AUDITORS 
Dr. Emilio F. Cardenas. Dr. Alejandro del Castillo. 


SOLICITOR 
Dr. José S. Oderigo. 
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BANCO EL HOGAR ARGENTINO—continued. 


The Bank specialises in— 


Discount of Bills and Promissory Notes, Advances on 
Current Account, Mortgages, Loans for Building, 
Sale of Properties on easy payment terms, 
Administration of Properties, Rent of 
Safe Deposits, Custody of Stocks, 

Shares, etc., Collections 
for account of 
third parties. 


Allows : 1% on Current Account deposits. 
5% on Savings Bank deposits. 
Agreed rates on fixed term deposits. 





BALANCE SHEET AT AUGUST 31, 1928 


LIABILITIES ASSETS 
Paper Currency Paper Currency 
$s $ $ $ 
Paid-up capital . . 50,000,000.00 Cash: 
Statutory reserve fund na 4,384,895.15 In notes and coin 3,595,061.85 
Authorized reserve funds ee 5,926,764.95 Deposits in other 


banks .. -- 9,207,777.76 


Deposits on cur- ; 
Clearing -- 5,272,733.32 


rent account and 
at sight -- 8,329,827.59 
Fixed deposits .. 23,554,748.53 








18,075,572.93 
Bills discounted 
and for collection 15,568,176.39 


Savings bank de- 
Advances «+ 12,014,389.59 


posits .. «+ 19,075,726.70 
——————_ 50 960, 302.82 Mortgage debtors 55,478,681.49 

Sundry deposits me i 394,274.92 : ———_ 83,861, 347.47 

Debentures, 1924 x .. 17,600,000.00 Personal debts (mortgage 
Treasury bills rediscounted .. 12,000,000.00 debtors) e on +. 484,474.60 
Discounts, interests, commis- Debtors in suspense... ‘+ 10,000.00 
sions, etc. (corresponding to Teaneuey bills. .. os ++ 15,000,000.00 
1929) .. ie e a 171,086.63 Fixed property .. + -. 25,131,822.54 
Unpaid dividends a ai 350,666.65 Securities in hand . . 1,937,816.35 
Sundry accounts es = 2,248,608.48 Furniture and effects .. ‘as 200,000.00 
Profit and loss .. ad ..  4,626,717.00 | Interim dividend + -.  2,244,342.15 
Sundry accounts ‘6 as 2,718,040.61 
$148,663,316.65 $148,663,316.65 
Sane aes ihe 
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Banco Popular Argentino | 
BUENOS AIRES Argentine Republic | 
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‘ bs " _ 
NEW HEAD OFFICE IN BUENOS AIRES IN 
COURSE OF ERECTION, 


de Credito,’”’ the bank was changed into a joint-stock 
company on September 9g, 1927. 

Its actual capital is $12,000,000 paper currency, and its 
statutory reserves reach the sum of $3,247,727 paper; in 
addition the bank has debentures issued on the London and 
Paris markets for $939,000 gold, and in the Republic for 
$30,000,000 paper currency. 

Its operations during forty-two years entitle it to offer to its 
clients and to the public in general a perfectly organized service, 
both in the head office and in its five branches. 

Its experience and varied relations in the internal and 
external markets, cultivated with continued and increasing 
success, place the bank in an excellent position for carrying out 
all kinds of banking business presented to it. 


Ree creci in the year 1887 as a “Sociedad Co-operative 
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BANCO POPULAR ARGENTINO—continued. 


DETAILS OF THE PRINCIPAL OPERATIONS CARRIED OUT 


Advances on Bills, Promissory Notes and on shares deposited as security, 
credits on current accounts, advances on goods deposited in Customs, fiscal 
or private warehouses, documentary credits opened for purchases abroad, 
also advances on rents or sale of shares, etc. 

Mortgage Loans on long terms on urban or rural property, with or without 
amortization. 

Drafts and Letters of Credit issued for any part of the Republic, America 
or Europe, in any currency. 

Documents received for collection in the capital, and throughout the 
Republic and abroad by its correspondents. 

Mortgage Debentures issued bearing 6} per cent. interest with half-yearly 
coupons, which are guaranteed by the mortgage credits effected, the bank 
engaging itself to maintain the amount of the mortgages always at a figure 
above that of the total debentures issued. The bank accepts its own coupons 
for custody and collects proceeds without charge, remitting or investing same ; 
it also carried out sales and purchases for account of third parties, admits into 
custody, and collects coupons, and remits or invests proceeds. 

Administration of Properties attended to, both urban and rural, collection 
of rents, leases, mortgages, interest on mortgages, instalments on lands, 
payment of taxes, repairs, insurance, etc. Remits the proceeds and capital 
collected or invests them satisfactorily. 

Rents Safe Deposits specially constructed for deposit of stocks, shares, 
securities, jewels, documents, etc., under clients’ own control. 


Receives deposits in current account, savings bank, and at fixed terms : 


COMPARATIVE STATEMENT SHOWING GROWTH OF THE BANK 
SINCE ITS FOUNDATION 


RESOURCES 
Capital in Capital in Funds 
Year. Shares Debentures Reserves Deposits Totals employed 
$ $ $ 
1887 aa 980,500 4,590 838,387 1,823,477 803,359 
1897 ++ 1,372,323 336,615 2,579,560 4,288,498 2,997,901 
1907 ha 4,316,535 2,861,800 1,900,445 8,910,839 17,989,619 15,541,616 
1917 -+ 10,514,511 3,151,136 5,318,976 24,748,905 43,733,588 34,532,934 
1927 .. 10,514,880 14,562,636 2,826,008 57,500,380 85,403,904 67,135,367 
1929 .+ 12,000,000 27,027,336 3,247,727 74,005,598 116,880,661 93,309,801 


BOARD OF DIRECTORS 
President : Sr. Horacio J. Ferrari. 
Vice-Presideni : Sr. Augustu Elias. 

Secretary : Dr. Carlos A. Pueyrreden. 
Managing Director : Sr. Justo P. Saenz. 

Directors: Dr. Antonio C. Gandolfo, Dr. Enrique Navarro Viola, Dr. 
Antonio M. Lynch, Sr. Andrés Maraspin, Sr. Américo E. Aliverti, Dr. Salvador 
Oria, Sr. Julian Frers, Sr. Luis Zuberbiihler. 

Auditor ;: Sr. Benjamin Nazar Anchorena 





12 
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Banco Espanol Del Rio De 
La Plata 


Telegraphic address: SPAINBANK 


Subscribed capital - $50,000,000 c/I 
Paid-up capital - $28,346,420 ,, 








Head Office: 200 Reconquista, Buenos Aires. 
London Branch: 7 Fenchurch Street, E.C. 3. 





| 1924-1925 1925-1926 } 1926-1927 1927-1928 
| $ $ $ 8 
Deposits at call and | 
at fixed terms ee 278,365,344.18 286,624,958.18 311,760,842.35 360,500,722.90 


Bills discounted and 
advances on Cur- 
rent Account ae 274,745,839.48 269,235,888.67 286,062,047.72 289,375,998.71 

Documents passed | 
through Clearing 
House by Head 
Office alone. . .. | 2,987,174,000.00 | 3,406,085,000.00 | 3,270,847,000.00 





we 


,512,022,000.00 








[continued 
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BANCO ESPANOL DEL RIO DE LA PLATA—continued, 


r | \HE Banco Espafiol del Rio de la Plata was founded on 
the 5th August 1886, and its name was inspired partly 
by the fact that the great majority of those who gave 

their moral and material aid in establishing the Bank were 

Spaniards, and partly because it was hoped from the first, that 

the principal quota of business to stimulate the action of the 

new Bank would result from the exchange between Spain and 
the young Republics on both sides of the river Plate, but 
especially with the Argentine Republic. 


The Banco Espajiol del Rio de la Plata, through its numerous 
official and private connections, soon acquired a very high 
reputation which extended to Europe, and within a few years 
of starting operations, the need was felt—in view of the large 
volume of business transacted—of having its own branches in 
Europe, and offices were opened successively in London, Paris, 
Madrid, Genoa, Barcelona, Bilbao, Corunna, Pontevedra, San 
Sebastian, Santiago de Compostela, Seville, Valencia and Vigo. 
These branches, while working for the prosperity of the Bank, 
at the same time foster, in every way possible, closer commercial 
relations between those countries and Argentina. 


It is unnecessary to stress how much the action of these 
branches contributed and still contributes to spread trust- 
worthy information regarding our country throughout Europe, 
and how an interest was awakened in the Argentine Republic 
through that action. 


Owing to the special position of the Banco Espafiol—it is 
the only Argentine banking institution with a Head Office in 
Buenos Aires, which possesses such a network of its own 
branches in the principal cities of Europe and throughout the 
Republic—the branches are visited daily by numerous travellers, 
both on business and pleasure trips from Europe and other 
parts of America. These travellers, increasing in numbers 
every year, have been able to appreciate the efficiency of the 
services which the Banco Espafiol del Rio de la Plata, as an 
experienced international bank, can lend to the financing of 
business operations and extending the maximum facilities to 
tourists. 


We cordially invite all persons about to journey to Europe 
or Argentina, either on business or pleasure, to visit our Bank 
and consult us regarding their business propositions or desire 
for reports and data of commercial interest, also information 
regarding travel, being certain that they will find the best 
information obtainable in any banking institution. 
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Ernesto Tornquist & Co., 


Limitada. 
Calle Bartolomé Mitre No. 531 
BUENOS AIRES 


HIS firm was originally founded in 1830, and only since 
1874 initiated operations as Ernesto Tornquist & Co. 

In 1899 the capital was raised to $4,500,000 gold, and 

since then has increased rapidly. The firm was incorporated 

as a limited liability company in 1906 with a capital of 

$7,500,000 gold, which has since been-further augmented on 

two successive occasions until the present authorized capital of 


a 


NEW BANK PREMISES OF ERNESTO TORNQUIST & CO., LTDA. 


$18,000,000 gold was reached, of which $6,000,000 has yet to 
be issued. The paid-up capital, reserves and surplus amounted 
to $18,506,157 gold at the close of business on June 30, 1928. 


[continued 
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ERNESTO TORNQUIST & CO., LTDA.—continued. 


The greater part of the firm’s resources are employed in the 
development of the national industries, and ever since the 
adoption under its present style a prominent part has been 
taken in the finances of the Argentine Republic, its Capital and 
principal Provinces and Cities. 


The following table will show at a glance the Company’s 
position year by year for the last ten years :— 


Total Cash in Balance 
Paid-up Reserve assets hand and Net carried Ord. 
capital Arg. gold $ and liab. at Bankers profit over Div. 
Arg. gold $ Arg. gold $ Arg. gold$ Arg. gold$ Arg. gold$ % 
1918-19.. 12,000,000 2,074,060 40,635,268 1,482,527 1,693,574 118,438 8 
I9I9-20.. 12,000,000 2,856,335 38,310,655 1,867,724 1,645,490 81,654 8 
1920-21.. 12,000,000 3,639,498 56,621,944 2,804,656 1,663,269 61,760 8 
192I-22.. 12,000,000 3,996,534 57,852,075 4,005,005 1,140,703 35,428 7 
1922—23.. 12,000,000 4,355,650 66,547,088 4,513,587 1,182,328 48,640 7 
1923-24.. 12,000,000 4,755,650 69,208,317 6,871,150 1,305,694 54,334 8 
1924-25.. 12,000,000 5,155,650 70,709,451 6,793,974 1,324,638 78,972 8 
1925-26.. 12,000,000 5,555,050 72,737,731 7,309,307 1,268,521 47,493 8 
1926-27.. 12,000,000 5,955,050 85,992,100 7,926,586 1,362,050 109,543 8 
1927—28.. 12,000,000 6,355,650 94,225,663 10,355,389 1,340,964 150,507 8 


Amongst many other branches of industry, the Company 
has taken an outstanding part in the development of the 
following sources of the national wealth, through the companies 
indicated below each heading :— 

Live-Stock and Agriculture 
Colonization 

“LA CRIOLLA,” S.A. Rural é Industrial. 

ESTANCIAS Y COLONIAS CURAMALAN, S.A. 

CIA. INMOBILIARIA Y GANADERA “ CHACABUCO,” 
S.A. 

CIA. ELDORADO, Colonizacién y Explotacién de Bosques 
Ltda., SA. 

“LA SALAMANCA,” S.A. Ganadera-Agricola. 

PLANTADORA ISLENA, S.A. 


Meat Industry 
CIA. SANSINENA DE CARNES CONGELADAS, S.A. 


Metallurgy and Hardware Industries 
TALLERES METALURGICOS “SAN MARTIN,” S.A. 
‘““FERRUM,” Industria Argentina de Metales, S.A. 
CIA. TECNICA E IMPORTADORA, S.A. 











[continued 
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ERNESTO TORNQUIST & CO., LTDA.—continued. 


Building and Public Works Construction | 
CREDITO FERROCARRILERO E INMOBILIARIO, S.A. 
CIA. GENERAL DE OBRAS PUBLICAS, S.A. 


Hotels 
CIA. GENERAL DE COMERCIO E INDUSTRIA, S.A. 
(Plaza Hotel, Buenos Aires). 
CIA. NACIONAL DE GRANDES HOTELES, S.A. (Bristol 
Hotel, Mar del Plata). 


Sugar Production 
CIA. AZUCARERA TUCUMANA, S.A. 
REFINERIA ARGENTINA, S.A. 


Whale Fishing 
CIA. ARGENTINA DE PESCA, S.A. 


Manufacture of Soap and Chemicals 
CIA. DE PRODUCTOS CONEN, S.A. 


Insurance 

“LA CONTINENTAL,” Cia. de Seguros Generales, S.A. 

“LA BUENOS AIRES,” Cia. Argentina de Seguros, S.A. 

“PROTECCION AGRICOLA,” Cia. Argentina de Seguros 
Generales y Riesgos Agricolas, S.A. 

“LA ROSARIO,” Cia. Nacional de Seguros, S.A. 

“LA ROSARIO AGRICOLA,” Cia. de Seguros contra 
granizo, S.A. | 


Tobaceo and Salt Industries 
Manufactura de Tabacos, PICCARDO Y CIA. LTDA., S.A. 
(Cigarettes “ 43’’). 
CIA. INTRODUCTORA DE BUENOS AIRES, S.A. 
(“ Avanti’’ Cigars and “‘ Dos Anclas”’ Salt). 
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The Economic Position of the 


Argentine Republic 
By Luis Colombo 


HE position of the Argentine Republic in the 
economic concert of the world is far from being 
what it is rightly entitled to, taking into account 

its enormous wealth and possibilities. Its present stag- 
nant situation is a fact at once apparent on studying 
the various factors which form the index of national 
economy. 

If we look at the question of population, which in 
our case is the most important, we find figures which 
ought seriously to pre-occupy the Government. It is a 
fact that scarcely 10,700,000 inhabitants populate our 
vast territory of nearly three million square kilometres ; 
this figure reveals the need for an attractive immigration 
policy on the part of the Republic. Graver still is the 
fact that after the Great War we should have been the 
nation most favoured by emigration from the nations 
concerned in the war, had we directed our economic 
policy in such a way as to secure the well-being of the 
people arriving in our country. We did not offer this 
security, and emigrants went to France (some 800,000 
Italians alone), to the United States—so far as quota 
limits permitted—and to Brazil. 

Another reason for the lack of emigrants to our 
shores is the absence of skilled industries, and the small 
prosperity of those existing. The skilled mechanic does 
not find Argentina to be the country where he can employ 
his skill to the best advantage, and has therefore emigrated 
to other countries; the few who have arrived here have 
no trade, or are labourers only. 

Cattle-raising and agriculture in Argentina are passing 
through a serious crisis, and it would be a calamity if 
England should cease to be the greatest purchaser of our 
agricultural and cattle produce—as she has been up till 
now. Other countries are constantly stimulating their own 
production, and this is bound to affect ours accordingly. 
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Therefore at the present time there is no favourable 
prospect of extending our cattle-raising and agricul- 
tural industries, and this fact does not conduce to attract 
emigrants. 

The situation of Argentina thus plainly stated 
demonstrates, as the only recourse, the urgent necessity 
of industrial development in order that the country may 
attain the position it is entitled to. The Republic possesses 
all the raw materials essential to the rapid development of 
manufacturing industries, and it also has in its favour 
the fact that many of the raw materials are of prime 
necessity for export ; so that, in many cases, it can count 
on sure markets for the valuation of its produce, such as 
hides, wool, linseed, maize, etc. Argentina also grows 
cotton, fibrous plants, olives, ground-nuts, and a thousand 
other articles which its fertile soil produces in abundance 
in zones easily exploited and in climates suitable for 
people of any race. It may be said with truth that the 
$280,000,000 worth of foodstuffs which Argentina imports 
annually could be absolutely replaced by national pro- 
duction. It also imports more than $300,000,000 in 
woollen and cotton goods, and since it grows the neces- 
sary raw material these articles could easily be produced. 
In the same way, the iron and steel industries, which are 
today dependent to a great extent on imports from the 
United States, could be replaced by national industry 
if only it were safeguarded and properly stimulated. 
The country suffers a drain of $400,000,000 which could 
be reduced year by year until brought down to a minimum 
figure. 

Thus it is that through absence of a rational protective 
duty on all articles which could be manufactured in the 
country with its own raw material, our industrial esta- 
blishments do not flourish, new capital does not settle in 
the country, nor is the much-needed emigrant attracted 
to our shores to populate our uninhabited parts. 

The railways—the keystone of agricultural and cattle- 
raising development—for which we are indebted to 
England, have not been developed during the last fifteen 
vears. Railway extension depends on greater density 
of population and on the variety and larger amount of the 
produce to be carried, while the reduction and consequent 
cheapening of freights is necessary for the development 
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of the wealth of the country. So long as these conditions 
remain unchanged it will not be possible to attract new 
capital for investment in railways, nor will transport be 
cheapened owing to the lack of a network of railways 
which would facilitate the carrying of produce. 

Argentina is today the country best prepared for the 
development of industrial activities, and, owing to its 
rich soil, good climate, rivers, and seaways, is in a position 
to offer, as no other country can offer, a just remunera- 
tion for capital invested and to workers. Both these 
results can only be arrived at, however, when a wise 
economic outlook puts an end to the uncertainties at 
present surrounding the manufacturing industries, by an 
increase of the customs tariff. A low tariff tends to retard 
the progress of a country, and causes it to suffer from 
foreign tariff policy, especially in countries which most 
severely compete with it. 


Insurance in the Argentine 
Republic 
Its Origin, Evolution and Progress 


By Sr. Juan M. Mascarenhas 


(General Manager of ‘‘ La Continental’? Insurance Company, Buenos Aires) 


HE eminent statesman Bernardino Rivadavia, who 
was the first constitutional President of the 
Argentine Republic, when Secretary to the 

Triumvirate in 1811, proposed the formation of a Marine 
Insurance Company, so that this illustrious patriot may 
be considered as the initiator of insurance in this part 
of America. 

The initiative of Rivadavia—which was inspired by 
the desire for “‘ increasing by every possible means those 
establishments or institutions which might contribute to 
the prosperity of commerce, and help to remove the 
obstacles standing in the way of the development of 
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industry and commercial enterprise ’’—however, did not 
materialize, for want of the private help necessary to 
support and carry it through. Few people cared to risk 
their capital in the then revolutionary state of the 
country ; and besides, the economic advantages contained 
in Rivadavia’s project were not, due to want of experience, 
sufficiently understood. It is well, however, to note the 
importance Rivadavia placed on insurance in the progress 
of new nations.* 

The desire for progress, so strongly manifested from 
the beginning of our independence, was, unfortunately, 
drowned in blood, by terror and anarchy, and the progress 
of the country was set back for a period of 30 years. 
When this long period had passed and peace had been 
consolidated in the interior of the Republic, the desire 
for social well-being and culture returned. 

In 1859, under the Presidency of General Mitre, the 
Commercial Code was compiled and approved. At that 
time, no insurance company existed in the country, the 
initiative of Rivadavia having been forgotten, and 
insurance as known in Europe was only carried on in 
Buenos Aires by several merchants, all agents of foreign 
companies (of which the majority were British). All 
these transacted an enormous business. 

It was in that year that Don Francisco F. Moreno 
founded the first Argentine insurance company, and the 
formation of that company gave birth to one of the most 
important businesses actually done in the Republic. At 
the present time, Argentina has an insurance business of 
large dimensions, organized on a large, but efficient scale. 
The administration of the Argentine insurance companies 
is in the hands of the best-known professional gentlemen 
connected with banking, industry and commerce, and 
this, in itself, gives the best moral and effective guarantee 
of its importance. 

As regards the financial strength of the insurance 
business, this amounts to over three hundred million pesos 
in capital and reserves, which is all held in the country. 
It can be truly said that insurance has developed along- 
side commerce and industry in the Republic, extending 
its ramifications whenever necessary or desirable. 


* Vicente Fidel Lopez. ‘“‘ Historia Argentina.” 
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The company formed by the enthusiastic initiative 
of Don Francisco F. Moreno took the name of ‘‘ Compania 


_ Argentina de Seguros,” and its activities at the beginning 


were limited to marine insurance only. However, having 
proved in a practical manner the efficacy.and success of 
the ‘‘ Compania Argentina de Seguros,”’ the founder drew 
up a scheme in 1865 for the formation of a similar 
institution to deal with fire insurance, which today, 
after 64 years’ working, does a very large business, and 
enjoys the full confidence of the public. This confidence 
is legitimately due to the company for the correct way 
in which all its operations are carried on. We refer to 
“La Estrella,” the oldest of the Argentine fire insurance 
companies, which shares with that very old English 
Company, “‘ The London Assurance” (established in 
Buenos Aires in the same year), the honour and prestige 
of long establishment. 

Until 1885, foreign companies completely dominated 
the insurance market, there being eighteen of these 
against five native companies.* 

From 1886, additions were steadily made to the 
number of national companies doing business in Argen- 
tina, but for many years the most important business 
in fire insurance—so far as the amounts insured and 
premium income were concerned—went to the foreign 
companies. This superiority was maintained for a con- 
siderable time, due to the propaganda of the foreign 
companies’ agents, to the confidence inspired by millions 
of capital, and the wealth of experience and resources of 
their head offices. It is necessary here to recognize 
that the initial impulse given to the insurance business 
by the foreign companies was responsible for this business 
taking such an important place in the national commerce, 
and to remember what they risked by coming to the 
country in those uncertain times of uprisings and 
political strife, which greatly interfered with trade and 
industry, and even endangered the life of those companies 
with insufficiently large resources. Among the foreign 
companies, the numerous and solidly constituted British 
companies hold a special position, and enjoy an honoured 





“ 


* “La Primera Argentina,’ established in 1859; La Union 
Argentina ’’ (1862); ‘‘ La Estrella’’ (1865); ‘‘ La Segunda Argentina ”’ 
(1877); ‘‘La Mutua Oriental Argentina ’’ (1879). 
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privilege, by continuing to assist in the economic progress 
of the country.* 

We should like to refer to two main periods in the 
annals of national insurance: the first being the period 
1859-1890, that is to say, from the formation of the first 
Argentine insurance company until the application of 
the new Code of Commerce; and the second, which 
commences with the application of the reformed Code 
of Commerce, until the present time. 

The evolution of insurance in its progressive and 

constant march was continually confronted with obstacles 
" which had to be surmounted before it reached its present 
high state of prosperity. In the first period, the tact 
with which the first insurers proceeded, and the good 
faith of the merchants, both contributed to the elimina- 
tion of difficulties. Again, there were very few law suits 
in connection with fire insurance, and in 30 years there 
were only some 15 or 20 disputes which had to be left 
to the Courts to decide. 

The second period commenced in 1890, in an atmo- 
sphere of manifest distrust on the part of capitalist 
associations, and this want of confidence was further 
accentuated by those carrying out insurance operations. 
The effects of the economic crisis of that time were making 
themselves felt in commercial and insurance companies ; 
and whiie the former looked for a remedy for the bad 
times in fires, the latter, on their part, tried to escape 
payment of damages caused by fires. Things being 
re-established to their normal level, however, a favourable 
reaction took place, due to better economic conditions 
and better acquaintance with insurance contracts and 
legislation, which had by now become familiar both to 
students of the subject and to the general public. 

Since then, insurance against fire has gone on 
increasing, and the national companies have shown in 











* We cite “‘ The London Assurance Co.,” established in the country 


in 1865; ‘‘ Liverpool and London and Globe” (1868); ‘‘ Sun Insurance 
Office’’ (1874); ‘‘ Guardian Assurance Co.”’ (1876); ‘“‘ Norwich Union 
Fire Insurance Society’? (1887); ‘‘ The Northern Assurance Co.’’ 
(1885); ‘‘ Royal Insurance Co.” (1866); ‘‘ London and Lancashire 
Insurance Co.”’ (1875); “‘ Aachen y Munich ”’ (1889); and others, which 
enjoy in the Republic a well-deserved prestige. 

t Doctor Andres G. Llamazares. ‘‘ The Origin of Insurance in the 


Argentine Republic.” 
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successive stages of their careers a degree of progress 
truly phenomenal, as is evidenced by the figures now 
published. The figures also show the immense success 
resulting from the initiative of the founder of the first 
Argentine insurance company 70 years ago. The extra- 
ordinary increase of national companies in the last 20 
years, according to statistics compiled by the Fiscal 
Administration, is demonstrated by the tables at the end 
of this article. 

It should be said that the position Argentine insurance 
holds today is entirely due to the efforts of the men 
who dedicated themselves to the business, without any 
official help or protection of any description. Thus, 
there is no law protecting insurance or the companies 
carrying iton. None of the projects presented at various 
times for the consideration of Parliament have been 
passed into law; and the want of adequate legislation 
has had to be filled by the national and foreign companies 
themselves, but, naturally, without the same effect that 
official guarantees would have, as regards supervision, 
uniform tariffs, manner of working, etc. 

This legislation is much more necessary, owing to the 
great number of insurance companies now operating; 
and, in the absence of it, the national and foreign 
companies are obliged to reach agreement among them- 
selves in order to apply correction to any company 
which might wish to operate on different conditions to 
the majority. The absence of an organic law for 
insurance companies is one of the fundamental errors 
of Argentine legislation. 

““ The companies legally constituted and with sufficient 
capital to meet the difficulties and expenses of the first 
year’s working have nothing to lose and much to gain 
from severe legal regulations in the double sense of being 
both preventive and vigilant. On the other hand, those 
companies without the resources necessary for proper 
working would not be allowed to operate, and those, 
after all, only damage the shareholders’ capital, the 
savings of the insured, and lose the public confidence.’’* 

As regards the working of insurance itself, the profits 
obtained from the fire branch are insignificant; but in 
spite of this fact there are still some companies, both 


* Doctor Vicente C. Gallo, ‘‘ Insurance Legislation.” 
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national and foreign, which think that the tariff should 
be reduced further as the only means of cleaning out 
those companies which have been formed through want 
of proper State supervision. This is certainly not the 
solution we would propose. The public has not asked 
for a reduction in the tariff, but for greater guarantees 
for the interests it confides to insurance companies. 
The growth of the country and the wonderful develop- 
ment of commerce promises a great future for insurance 
companies operating in the fire branch. 

We have seen that the formation of the first 
Argentine insurance company was due to the necessity 
of protecting the interests handed over to marine traffic, 
and this is the branch that is, at present, mostly 
specialized in by the companies in the Republic. Statis- 
tics also show the extraordinary volume of business 
done in this branch; but in the Argentine, as in other 
parts of the world, marine insurance is today a very 
risky business, and one which has to be worked with the 
greatest care. It is not a local, but a world-wide problem, 
in view of the obvious fact that competition is not 
confined to the national companies. 

Insurance against accidents to workmen is only 
voluntary, compulsory insurance having been omitted 
from Law No. 9688; but, nevertheless, the spontaneous 
increase has been really extraordinary, notwithstanding 
that there are a large number of uninsured workmen 
still in the country. This law became operative in 
1916, but the practice of insuring against accidents to 
workmen existed previously, and the number of employers 
who voluntarily acknowledged their obligation to in- 
demnify their workmen injured at their work was 
considerable. This leads to the supposition that in the 
future the actual system of voluntary insurance will be 
replaced by compulsory insurance. 

The companies operating in accident insurance at the 
beginning certainly obtained large profits, but the 
formation of new companies, taken together with com- 
petition, and the complicated conditions of working in 
this line of insurance, have brought so many difficulties 
that several companies are asking themselves if the 
business is sufficiently profitable. The deficiencies and 
omissions of the law are again a serious drawback to the 
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stabilization of the business; as, for example, it does not 
give to the companies control over the wages actually 
paid by the employers, nor does it facilitate inquiry 
into the actual circumstances of accidents—e.g. how 
they were caused, what consequences followed, the place 
and nature of the injury, etc. In this way, everything 
escapes the vigilance of the insurer, and allows the insured 
to violate the general clauses of the contract. 

The present legislation is, therefore, full of defects. 
It is agreed that laws to prevent accidents are necessary 
in order to reduce these misfortunes, and it would be 
just that workmen who call attention to structural 
defects should not be allowed to risk their lives by 
working on dangerous jobs. Again, sufferers from con- 
sumption should not be allowed to work in the workshops, 
but should be found work in the open air to suit their 
condition, while those suffering from heart disease should 
be given light work. Further, the number of epileptics 
employed in our industries is unknown, but to place a 
sufferer from this disease near a machine is endangering 
his life. Not to examine the eyesight or test the hearing 
of workmen occupied in various trades is to commit a 
grave error. In England, there is already discussion 
on mental hygiene in industry, and periodical medical 
examination of workmen and employees is proposed in 
order to detect the beginnings of certain diseases. In 
this way the percentage of unfit and probable victims of 
accidents will be reduced. 

The number of accidents can further be diminished 
by paying due attention to the instructions of technical 
experts, the masters of industry, and, of course, the 
insurance companies, who are primarily interested. In 
order to lessen expenses and reduce the number of injured 
and killed which present statistics show, the law of 
accidents must be augmented by other laws of a social 
character.* 





* Doctor Juan Luis Ferrarotti. ‘‘ The Legal Conception of Workmen’s 
Accidents.’’ ‘‘ The increase in workmen’s accidents is, to some extent, 
influenced by alcoholism. A Belgian writer attributes to alcoholism 
43 per cent. of the accidents. It has been shown that on the days 
following holidays there are many more accidents. The consumption of 
alcohol diminishes the strength of the workman, and in injuries septicemia 
is more easily set up, as well as gangrene and lung troubles. Alcohol 
lowers the standard of man, and it is a social duty to fight it.’’ 
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Next we pass to life insurance. Until the year 1885 
life insurance was scarcely known in the Republic, and 
it was only carried on by some of the agents of the 
foreign companies and on a very reduced scale. 4 
In 1885, the first Argentine company which did life 

































insurance was founded, but only after overcaming very 
great difficulties, due to mistrust and ignorance of the 
period. The first national company to operate in life 
insurance was “ La Previsora,” and it certainly had to 
surmount not a few difficulties arising from the want of 
experience of a business whose finality in working was 
not understood, and the benefits of which the public 
did not appreciate. 

It is, however, in life insurance where competition is 
least felt, since the number of companies concerned with 
this branch of insurance alone is relatively small. 
Statistics show the extraordinary development which life j 
insurance has reached in the last 20 years ; but, neverthe- 
less, we are convinced that this is a business only in its 
infancy, and that the companies will be compelled 
to carry out intelligent propaganda in order to 
make known the undeniable personal benefits accruing 
from it. 

In the U.S.A., the amount of the policies in force 
reaches the sum of $90,000 millions ; and notwithstanding 
this truly fantastic figure, it is said that barely a quarter 
of the population is insured.* If this is so in America, 
where insurance methods have reached the highest pitch 
of perfection, and where the most powerful companies : 
in the world carry out a gigantic task in preaching in i 
systematic form the great virtues of work, provision and j 
savings, it must be admitted that practically nothing 
has been done in our country—since only 5 per cent. of 
insurable persons are insured. The savings spirit is also 
pronounced in the States, and should be imitated by us 
here, where the idea of life insurance as an instrument of 
practical economy and social provision is taking a long 
time to take root. 











* In the United States there are 30 million insured. 
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FIRE INSURANCE. 
Amounts Insured 


COMPANIES 
Argentine Foreign 
$ $ 

790,143,102 I,057,911,798 

854,484,288 1,249,630,358 
1,038,889,453 1 ,236,784,235 
I,195,165,700 1,308,980,661 
1,260,245,045 1,342,773,273 


1,354,469,488 
1,183,620,999 
I,108,952,280 
I,316,502,668 
1,544,482,197 
1,937,840,903 
2,322,334,840 
2,359,495,831 
2,481,474,052 
2,468,209,917 
3,161,633,638 
3,306,525,620 
3,519,194,211 
3,680,829,041 
3,722,693,865 


MARINE INSURANCE. 
Amounts Insured 


T,532,050,139 
1,452,820,667 
1,461,856,552 
1,625,772,529 
1,853,774,952 
2,468,120,679 
2,763,533,236 
2,566,735,244 
2,290,217,622 
2,032,566,467 
2,174,347,391 
2,298,274,929 
2,220,747,314 
2,075,034,725 
2,100,561,746 


COMPANIES 
Argentine Foreign 
$ $ 

96,834,583 128,282,331 
102,564,858 165,504,071 
110,544,817 185,276,420 
112,542,189 190,191,394 
115,528,892 212,888,879 
105,604,963 210,868,148 

72,726,796 143,309,547 

93,968,617 176,679,232 
114,361,096 248,873,955 
171,100,250 346,281,818 
286,009,751 449,900,829 
360,436,901 418,254,059 
380,746,682 512,328,685 
349,766,422 282,592,836 
416,037,118 251,363,287 
516,075,196 309,298,622 
525,676,290 338,569,265 
538,593,586 335,985,384 
524,732,821 296,420,844 
626,257,443 366,751,779 
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LIFE INSURANCE. 
Values of New Policies Issued in Each Year 


COMPANIES 
Argentine Foreign 
$ $ 
43,374,704 7,758,090 
45,703,317 5,589,893 
46,533,763 7,838,076 
49,296,182 11,760,288 
71,158,111 13,887,138 
80,177,001 10,909,796 
59,077,050 5,642,294 
34,281,430 6,069,822 
36,571,870 7,957,891 
45,670,692 6,208,415 
53,951,190 | 8,890,004 
58,829,526 9,404,061 
100,379,138 12,571,363 
74,241,234 20,108,261 
88,789,746 19,018,475 
102,990,753 20,494,580 
110,621,639 12,679,209 
132,723,891 11,999,287 
140,935,159 12,745,006 
149,837,794 13,498,641 


COMPANIES 
Argentine Foreign 
$ $ 
55,846,192 Did not operate 
745335445 1,763,500 
88,512,135 7,146,863 
138,113,825 13,451,197 
124,167,192 17,244,384 
136,703,429 17,255,254 
105,012,490 17,538,903 
94,124,179 16,500,423 
102,969,750 37,924,910 
108,841,766 46,684,207 
128,811,956 63,544,221 
159,156,314 72,859,850 
255,709,776 86,201,907 
308,039,137 74;717,447 
304,723,229 68,884,732 
383,683,444 72,400,898 
599,609,681 77,925,682 
735,979,045 105,620,816 
768,984,188 115,244,550 
820,353,513 146,876,340 


ACCIDENT INSURANCE. 
Amounts Insured 
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2 This company during the fifteen years of its existence has established a 2 

= record for the extraordinary rapidity of its development and for the = 

= security of its investments. |= 

~ It enjoys the highest prestige owing to the absolute correctness of the = 

} operations it carries through, and for the maximum guarantees it offers to its = 
. clients by means of its investments, all in the Argentine Republic. = 
' a = 
Comparative Statement of the progress made by = 

= “LA CONTINENTAL.” since its formation = 
= Year | RESERVES AND GUARANTEES Wackieg Z 

= PESOS PAPER 2 

= 1914 519,670.70 Ist = 

= 1915 609,336.62 2nd fe 

= 1916 902,685.53 3rd 2 
, = 1917 1,115,357.49 4th = 
= 1918 1,270,361 .07 5th = 
: 1919 1,831,658.70 6th = 

= 1920 2,465,340.76 7th = 
| = 1921 3,319,911.18 8th = 
I = 1922 4,102,144.16 9th . 
= 1923 5, 354,833.22 10th = 
; |e 1924 6,105,860.70 th = 
= 1925 7,540,477.46 12th = 

: 1926 8,606,584.25 13th = 

: 1927 9,976,310.82 14th 2 

28 | | I 978,206.43 15th 

= PREMIUMS, INCOMES & INTERESTS CLAIMS PAID = 

= 8,893,836.30 paper pesos 20,644,883.51 paper pesos = 

= Avenida Presidente R. Saenz Pena 555, Buenos Aires, Argentine Republic = 

= TTT TTT 
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The “SOUTH AMERICA” (‘SUD 

AMERICA”) Life Insurance Com- 

panies of Rio-de-Janeiro, Buenos 
Aires and Santiago-de-Chile 


N 1895, Mr. Joaquin Sanchez de Larragoiti, who, for 
many years previous, had been general manager for the 
Spanish-American Department of the New York Life 

Insurance Company, founded, jointly with Mr. Justus Wallerstein 
and with his son, Mr. Antonio Sanchez de Larragoiti, the 
‘“SuL AMERICA, Cia Nacional de Seguros de Vida ”’ in Rio-de- 
Janeiro, Brazil. 

A few years after, branch offices of the Company were 
organized in Buenos Aires, Santiago-de-Chile and Lima, and in 
1922 the Company also opened up a branch office in Madrid. 

Soon the Company became the leading South American 
life insurance company. 

In 1923, the Argentine branch was transformed into a 
separate Argentine company, under the presidency of Dr. Antonio 
Robirosa, and when, in 1924, the New York Life Insurance 
Company, which had been operating in South America for over 
40 years, decided to cease doing new business there, its entire 
business in force in the Argentine was transferred to the 
Argentine “Sud America,’”’ and its entire business in force in 
Brazil and Chile was transferred to the Brazilian ‘‘ Sul America.”’ 

The Chilian branch of the Brazilian company has now also 
been transformed into a national (Chilian) company, under the 
presidency of Mr. Francisco Bulnes. 


FIGURES OF ARGENTINE “ SUD AMERICA.” 
Business in force on December 31, 1928... re .. $166,118,519 m/L., 
or more or less 35 per cent. of the total life insurance in 
force in the Argentine Republic. 
Annual premium income re ee ee “ in $8,500,000 __,, 
Assets .. es ba = -- $33,800,000 __,, 
Paid-for new business i in n 1928 ea a a -. $29,000,000 _,, 


FIGURES OF BRAZILIAN ‘“‘ SUL AMERICA.” 
contos of reis 
Business in force on March 31, 1929 ‘ 1,250,000 
or more or less 70 per cent. of the total life insurance in 
force in Brazil. 


Annual premium income és os os os _ 62,700 
Assets .. oa aa 200,000 


Paid-for new business, April 1928/March 1929 ee es 281,538 





[continued 
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** SOUTH AMERICA ” (‘*SUD AMERICA ”’’) LIFE INSURANCE COMPANIES—continued. 


FIGURES OF CHILIAN ‘“‘ SuD AMERICA.” 
Business in force on March 31, 1929 - $214,000,000 m/c., 
or more or less 28 per cent. of the total life insurance in 
force in Chile. 


Annual premium income re ni aie ‘i .. $11,400,000 _,, 
Assets .. is »- $32,883,790 _,, 
Paid-for new business, April 1928/ March 1929 aw -- $57,150,000 __,, 


The Board of Directors of the Argentine ‘““SuD AMERICA ”’ 
is composed of the following :—Dr. Antonio Robirosa, President ; 

Justus Wallerstein, Sr. Antonio Sanchez de Larragoiti, 

Juan R. Christie, Vice-Presidents; Sr. Virginio Maffei, 
Treasurer; Sr. Angel Ramirez, Secretary; Sr. Roberto G. 
Wallerstein, Dr. Jorge A. Robirosa, Sr. Antonio Sanchez de 
Larragoiti (Junior), Directors; Sr. Leopoldo Levin, Sr. Alberto 
J. Malaver, Sr. Ingeniero G. J. White, Sr. Jorge Bullrich, 
Assistant Directors; Sr. Marcelo Gamboa, Auditor; Dr. Carlos 
Aguilar, Assistant Auditor; Sr. Cesar A. Buenaiio, General 
Manager. 

The Board of Directors of the Brazilian “ SuL AMERICA” 
is composed of the following:—Dr. J. M. de Magalhaes, 
President; J. Wallerstein, Vice-President; A. Sanchez de 
Larragoiti, Vice-President; Dr. Antonio Carlos, J. Picango da 
Costa, J. Weil, Jayme V. de Mesquita, F. H. Lowndes, J. Louis 
Wallerstein, A. Sanchez de Larragoiti (Junior), Joaquim de Mello 
Magalhaes. 

The Board of Directors of the Chilian “‘SuD AMERICA ”’ is 
composed of the following :—Francisco Bulnes C., President ; 
Dr. Antonio Robirosa, J. W allerstein, A. Sanchez de Larragoiti, 
John R. Christie, Dr. Emilio Aldunate B., Carlos Balmaceda S., 
Miguel Letelier E., R. Percy Cordner, General Manager. 

A few years ago, the Company became intimately associated 
with the Ltoyp DE FRANCE—VIE (life insurance) and the 
LLOYD DE FRANCE—Tous RISQUEs (fire insurance) of Paris. 

In 1913, the Brazilian company founded the “‘ ANGLO-SUL- 
AMERICANA ”’ fire and marine insurance company, of Rio-de- 
Janeiro, whose name has since been changed to “‘ SUL AMERICA,” 
TERRESTRES, MARITIMOS, ACCIDENTES. This Company has 
rapidly become one of the leading fire insurance companies of 
Brazil. 

In 1927, the Argentine company acquired a controlling 
interest in the “ ATLANTICA ” fire insurance company, of Buenos 
Aires, whose name has subsequently been changed to ‘“‘ SuD 
AMERICA,” TERRESTRE Y MARITIMA. This Company is one of 
the principal companies of its kind in Argentina. 














ASSURANCE CORPORATION LIMITED 
Assets Exceed £12.000.000 
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GUARDIAN ASSURANCE 


COMPANY LIMITED 
Established 1821 Centenary 1921 


Subscribed Capital £2,015,000 Total Assets £12,080,000 
Capital Paid Up £1,015,000 Total Income £3,020,000 


DIRECTORS: 
Chairman ; The Hon. EVELYN HuBBARD. (Messrs. John Hubbard & Co.) 
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An Insurance Diary 


| | COMBINATION OF THE ROYAL INSURANCE COMPANY 
| LIMITED WITH THE LIVERPOOL AND LONDON AND GLOBE 
INSURANCE COMPANY LIMITED 


| | PERHAPS the most interesting piece of news last month 

| | was the announcement of the union of the administration 

| | and management of these two great insurance com- 

i panies. ‘Details have been given in the Press, and need 

| | not be repeated. It only remains to add two things : 

first, that each company retains its separate identity and 

| separate management; and, second, that Mr. Robert 

| M’Connell is to be general manager of both concerns. No 

—— 8} one stands higher in his profession than Mr. M’Connell, 
| 


; and no better appointment could be imagined. The 
, if combination will constitute the biggest British insurance 


business in existence. 
NATIONALIZATION OF INDUSTRIAL INSURANCE 


| The Labour Party’s proposal has been dropped. The 
) National Federation of Insurance Workers protested 
| | vigorously, and threatened the Labour Party to oppose 
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their candidates at the election, whereupon an agreement 
was come to that there should be an inquiry before 
action was taken. The incident is not without interest. 
The proposal to nationalize was included in “ Labour 
and the Nation,” the official programme of the party. 
In their protest the National Federation ef Insurance 
Workers point out that industrial insurance “is a 
business that has been built up by the initiative of 
individuals,’ that “industrial assurance is cheaper today 
than in 1913,” that ‘“‘every penny of premium purchases 
more insurance,’”’ and that “in every way the public is 
better served than it has ever been.” A fine tribute, 
this, to individual enterprise. In fact, it is more than 
possible that when proposals to nationalize any industry 
are really faced, it will be found that the opposition comes 
from the workers in that industry. Only too often 
practice is a different thing from theory. 


MARINE BUSINESS 


Mr. Evelyn Hubbard recently told shareholders of 
the Guardian Assurance Company that the premium 
incomes of twenty-six marine accounts recently published 
were {11} millions in all, and that there had been an 
underwriting loss of about 6 per cent. 


COMPETITION IN INSURANCE 


There has been much talk about this. Sir Ernest 
Bain, the man who is probably in the best position to 
know, said recently that insurance offices were likely to 
have much worse times in the next four or five years 
than they had in the last ten. Sir William Goschen 
referred to the same subject in his address to the share- 
holders of the Sun Insurance Office, as did Lord Novar at 
the meeting of the North British and Mercantile Insur- 
ance Company. Lord Novar said that competition was 
developing all over the world, causing a downward trend 
of rates. Moreover, he saw indications that the senseless 
competition which had shattered the marine market was 
now also invading the fire business. 


LIFE INSURANCE 


The report of the Inland Revenue for 1928 gives 
some interesting information about insurance. The 
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gross value of estates charged with estate duty in 1926 
was nearly £551 millions. Of this sum only about {18 
millions was represented by policies of insurance: that 
is to say, that of the property and investments left by 
the persons whose estates were assessed in 1926, only 
34 per cent. consisted of life insurance policies. This is 
another proof of the oft-repeated contention that we are 
much under-insured. 


GOVERNMENT INSURANCE 

During the recent election Mr. Winston Churchill 
hinted that State insurance might be enlarged so as to 
enable those not belonging to the wage-earning classes 
to participate. 

ROAD ACCIDENTS 

At the Congress recently held by the Institute of 
Transport at Harrogate, one of the speakers advocated 
the holding of official inquiries into road accidents of 
the same character as those held into accidents on 
railways, at sea, or to aeroplanes. 


GROUP INSURANCE 

The F. W. Woolworth Company have covered their 
employees in the United States, Canada, Great Britain, 
France and Germany with the Metropolitan Life Insur- 
ance Company of New York for £10,000,000 under a 
group scheme. 

PENSIONS AT SIXTY-FIVE 

The Flour Milling Employers’ Federation are con- 
sidering a group insurance scheme designed to give 
pensions up to 10s. a week to employees at sixty-five. 


CREDIT INSURANCE IN GERMANY 
There has been some discussion whether this business 
should be undertaken by offices writing other risks, or 
whether, because of its speculative character, it should 
be confined to concerns which do nothing else. The 
probable upshot will be that the business will be confined 
to credit companies pure and simple. 


EXTENSION OF BENEFIT 


The Eagle, Star, and British Dominions Insurance 
Company has recently extended the benefits under its 
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“ All-in” policies for house-owners, without additional 
charge. 
















GUARDIAN ASSURANCE COMPANY LIMITED 


The Guardian Assurance Company are proposing to 
acquire further shares, up to a total of gd per cent., of 
the Guardian Eastern Insurance Company, Limited. 
These latter are of £1 each, 4s. paid. It is proposed 
to give one ordinary share of the Guardian of £3, 
with tos. paid, for every thirty shares of the Guardian 
Eastern. 





FIRE LOSSES 


There were further heavy fire losses in Great Britain 
and Ireland last month—the total of £930,000 comparing 
with {£858,000 in May 1928. In two cases the 
damage exceeded £50,000, in seven cases over £20,000, 
while in ten cases it ranged between {10,000 and 
£18,000. 










CALEDONIAN INSURANCE COMPANY 


The London office of this Company will in future be 
at 12 Waterloo Place. 
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NEW PARTICIPATING POLICIES 


The Caledonian Insurance Company has decided to 
offer participating life insurances at rates which are 
actually lower than the standard non-profit rates of 
certain companies. The new policies will have the right 
to share in profits at one-fourth of the amounts of 
reversionary bonus declared on ordinary full premium 
policies at valuation periods. 
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*“ ECLIPSE ’’ MOTOR POLICIES 


The sponsors of the “Eclipse’’ motor policy at 
Lloyd’s have introduced novel features into it. The 
premiums are reduced by 20 per cent. if damage to wings 
is excluded; compensation in the event of death or 
injury is on an unusually generous scale; and the Io per 
cent. reduction allowed if the car is driven by one named 
person only is made applicable even in the case of a 
chauffeur. 
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BRITISH COMPANIES IN U.S.A. 


The British General Insurance Company and the 
Commercial Union Insurance Company have been licensed 
to transact business in U.S.A. 


NATION LIFE AND GENERAL 


The Nation Life and General Assurance Company 
issued 25,871 policies in 1928, compared with 16,534 in 
1927, and 23,654 in 1926. The respective amounts 
assured were £460,278, £264,538, and £393,914. 


IMPORTANT AMERICAN AMALGAMATION 


An important American amalgamation has occurred 
whereby the Continental and the Fidelity-Phenix com- 
panies are acquiring share control of the Fidelity and 
Casualty Company of New York. Though not unexpec- 
ted, this is regarded as a development of outstanding 
significance. 

FIRE INSURANCE IN U.S.A. 


Up to the end of 1926 the methods of adjustment of 
fire losses in U.S.A. were highly undesirable in character ; 
for the making of liberal settlements was regarded as 
being a good way in. which to obtain new business. Owing 
to acute competition among the companies severe losses 
were sustained. As a result all future fire losses are to be 
adjusted under the supervision of the National Board 
of Fire Underwriters. The National Board will form a 
new corporation to be known as the Fire Companies’ 
Loss Adjustment Bureau to which companies affiliated 
with it will automatically pass their fire and storm losses. 
The only exceptions will be where only one company is 
interested or where the amounts involved are small. 
The Bureau will adjust losses at cost, and it is to be a 
non-profit corporation. While at first it will not function 
on a wide scale, by degrees the Bureau will take over the 
present bureaus owned by the various companies, and in 
time it is expected to cover the whole of this branch of 
insurance. 

The outstanding gain accruing from the plan will be 
that of elimination of competition in loss settlements, 
which therefore will in future be made on a basis of equity. 
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Personal 


Mr. W. R. Glazebrook has been elected chairman of the Liverpool 
and London and Globe Insurance Company, Limited, and Mr. A. 
Kentish Barnes, Mr. A. A. Paton, C.B., and Mr. A. E. Pattison have 
been elected deputy-chairmen. In addition, the following gentlemen 
have been appointed directors : Mr. Frederic Alan Bates, Sir Edmund 
Fleming Bushby, Mr. Philip Remington England, Mr. Frederick 
Hynde Fox, Mr. George Bevan Heyworth, Mr. Hugh Lewis, 
Mr. Maxwell Hyslop Maxwell, C.B.E. 

Mr. J. J. Atkinson has been appointed a director of the Royal 
Insurance Company, Limited. 

Sir Charles C. Wakefield, C.B.E., LL.D., has been elected deputy- 
chairman of the North British and Mercantile Insurance Company. 

The Right Hon. Lord Ampthill, G.C.S.I., G.C.I.E., and Mr. Joseph 
Ramsden have been appointed directors of the National Employers’ 
Mutual General Insurance Association, Limited. 

The Right Hon. Sir Frederick Ponsonby, G.C.B., G.C.V.O., and 
Mr. Roger Wright have been appointed directors of the London and 
Scottish Assurance Corporation. 

Sir Gerald Hemmington Ryan, Bart., and Mr. Arthur M. Walters 
have been re-elected chairman and deputy-chairman of the Phoenix 
Assurance Company, Limited. 

Sir Campbell Stuart, K.B.E., has been appointed a director of the 
Employers’ Liability Assurance Corporation, Limited. 

Mr. Robert Wallace has been appointed a director of the Indemnity 
Mutual Marine Assurance Company, Limited. 

Mr. John Meacock has been elected an underwriting member of 
Lloyd’s. 

Mr. R. M’Connell has been re-elected president of the Insurance 
Officials’ Society. 

Mr. J. W. Hills, M.P., who has been made a Privy Councillor, is a 
director of the Legal Insurance Company, Limited. 

Sir Robert Welsford, who has received the honour of knighthood, is 
a director of the Legal Insurance Company, Limited. 

Mr. Edwin Grey, who died recently, was formerly chairman of the 
Yorkshire Insurance Company. 

Mr. H. K. Cannan, who recently died, was chairman of the 
Guarantee Society, Limited. 

The death has occurred of Mr. Wm. Aineas Mackay, late general 
manager of the Northern Assurance Company. 

Mr. John Lawson, of Messrs. Balfour, Williamson and Company, 
has joined the London board of the British and Foreign Marine 
Insurance Company, in place of Sir Robert Balfour, who has resigned. 

Mr. J. Herbert Wilson, C.A., of Messrs. Brown, Fleming and 
Murray, has been elected to the board of the Caledonian Insurance 
Company in place of the late Mr. James Winning, C.A. 

Lieut.-Col. G. K. M. Mason, M.P., has been elected to the board 
of the Guardian Assurance Company. 
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World Insurance Conditions 


The Nationalization Menace— 
The Implications of Socialist Policy 


By F. G. Culmer 


S circumstances have worked out there is no 
-~ occasion at the moment for insurance interests 
to be unduly disturbed by the return to office 
of the Socialist Party. Had they been returned to 
political power with a sufficiently clear majority over 
the combined forces of Conservatives and Liberals, then, 
indeed, I should have had a very different picture to 
paint. It will be remembered that, not very long ago, 
the Socialist leaders made no secret of their determination 
to nationalize life and some other forms of assurance, 
including Workmen’s Compensation. This has long 
been one of their pet schemes, and although industrial 
insurance has, so far, been the principal object of 
attack, I am inclined to doubt very much whether a 
strong effort would not have been made to _ bring 
ordinary life assurance under a system of State control 
as well. 

I have seen it stated, apparently officially, that the 
present Government does not intend to bring forward 
any nationalization schemes. Presumably this is so, for 
the evident reason that it could not hope to get them 
passed with the House of Commons constituted as it is 
now. Previously, it was put forward that in any such 
schemes no injustice would be done to insurance workers, 
and that their interests would be thoroughly safeguarded. 
Such an assurance can be well understood and appre- 
ciated. The last thing that one would expect of the 
Socialist Party is that they would countenance anything 
which would be detrimental to the welfare of the workers 
—their own rank and file. But what about the interests 
of the general public ? It is the public which has to be 
considered first and last; and I say unhesitatingly, after 
very careful consideration of all the pros and cons of 
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the subject, that nationalization of life assurance would 
be extremely deleterious to the insuring public. ) 

Meanwhile, how would it affect the companies them- 
selves ? Apparently their interests are not taken into 
account. Most of the British offices, as is well known, 
have very widespread connections abroad. ‘In the event 
of a system of State control being enforced in this 
country, what would happen to those connections ? The 
Government, of course, could not take them over. Is it 
contemplated that the offices should continue in a kind 
of semi-existence—handing over their home business to 
the Government and carrying on abroad as best they 
could ? The idea is ridiculous. At the same time, the 
vast importance to this country of the ramifications 
abroad of British insurance companies cannot be over- 
estimated. It is true to say that no form of private 
enterprise has ever done more to disseminate the power 
of British influence in far-off lands, as those companies— 
which are a numerous band—have done. 

Is nothing to be accounted unto those companies for 
good in respect of the large volume of invisible exports, 
for which they are annually responsible? Surely, even 
a Socialist Chancellor of the Exchequer cannot be 
altogether blind to the national advantages to be derived 
from such exports. It would be nothing short of a 
tragedy for this country if British insurance companies 
were to be deprived of the opportunity of carrying on 
their business in their own way. Memories are short 
sometimes, but one question will certainly be pertinent. 
What would have been the fate of this country in the 
Great War had not the big insurance companies rallied 
to the financial assistance of the Government in it: 
darkest hour? And how did they come forward and 
subscribe to the different War Loans when money was 
so badly needed to finance operations in the great 
struggle ? One has only to turn up the various balance 
sheets to see, even now, the millions of pounds which 
those companies have invested in British Government 
securities. What a bulwark for any nation! 

I have stated reasons why there is no immediate 
danger to insurance interests from the present advent 
of the Socialist Party to office ; but it cannot be suggested 
that the project of nationalization does not constitute a 
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very grave menace for the future, if and when, as is quite 
possible, that party may be returned to full power with 
a majority big enough to enable it to pass into law any 
measures it wills. In such circumstances, and presuming, 
as I do, that a start would be made by putting industrial 
insurance under State control, it may serve a useful 
purpose if I briefly indicate some of the effects which 
such a procedure would have. 

In the first place, there would no longer be the freedom 
and elasticity of administration which now contribute so 
largely to the advantage of each assured person. Every- 
body would be limited to insurance of one kind and of a 
minimum amount. Otherwise, the cost of administration 
would be prohibitive. Policies would have to be confined 
to the limited payment, whole-life, variety. In short, 
people would only be insured for a small death benefit. 
A bachelor without dependants would receive similar 
consideration to a married man with a family. 

Nowadays, the flexibility of the industrial system 
allows a man to choose either an endowment, or a 
temporary premium whole-life, assurance of varying 
terms, according to his requirements. Assurance of 
children’s lives, especially in the form of educational 
endowments, is also a popular feature. Under the 
provisions of the National Health Insurance Act, nobody 
under the age of 16 is entitled to participate in insurance. 
Obviously, a cut-and-dried scheme of compulsory 
insurance, such as the Government only would be 
able to produce, would be unsuited to public require- 
ments. 

Has it been forgotten that a few years ago a depart- 
niental committee under the chairmanship of Lord 
Parmoor, who is a distinguished member of the present 
Government, came to the conclusion that the State could 
not properly undertake the administration of industrial 
assurance ? The idea of supporters of nationalization is 
that the business can be manipulated more cheaply and 
beneficially by the State than by private enterprise. 
Now, the question as to whether costs of administration 
are too high is necessarily a matter of opinion; the 
argument as to change of control is purely sophistical. 
Seventeen years ago the Prudential abolished its method 
of remunerating agents by commission, and substituted 

L 
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for it asalary basis. The other offices followed suit, and as 
a result of this and other administrative innovations a 
very material reduction in working expenses has been 
effected. 

It is impossible in the case of any Government under- 
taking to arrive at a definite figure of cost such as an 
insurance company is compelled by law to furnish. In 
the case of the National Health Insurance, which is 
administered partly by the State and partly by the 
approved societies, no definite figure of cost is ever 
available. The opinion that the cost of State control 
would be less than that of the industrial offices, is based 
on an imperfect knowledge of all that is involved in the 
maintenance of insurance organization. 

If the Government assumed control I imagine that a 
system of collecting premiums by means of stamped 
cards, as is utilized for National Health Insurance, would 
be substituted for the present method of cash collections. 
In order to collect the cards and distribute the benefits 
to which insurance people are entitled, the Government 
would presumably have to use the machinery now 
employed to administer the business of National Health 
Insurance. When the National Health Insurance Act 
came into force in Ig12, it was realized that the only 
people whose special training qualified them to administer 
it constituted the staffs of the industrial offices, and they 
have successfully carried out the work as a kind of side- 
line to their own duties. If the Government took over 
the entire industrial organization, wherein would be the 
economy ? 

Experience has proved that the business can only be 
conducted efficiently by means of personal canvassing 
and the collection of premiums by house-to-house visita- 
tion. Moreover, this has been found to be the cheapest 
method. The human element is an important factor 
in the business of industrial life assurance. This element 
would probably disappear if the system were placed under 
the control of the State. There would no longer be the 
essential personal relationship between agent and client. 
It is of vital importance that the whole matter should 
be dealt with from the public standpoint. The interests 
of the insurance companies and their staffs, though 
admittedly great, are a secondary consideration. Just 
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as the public would benefit by any possible improve- 
ment in the present-day system, and by any lessening 
of the costs of administration, so it would suffer 
equally if the substituted system became clumsy and 
more costly. 

It has been stated before now that the aim of the 
Socialist Party is eventually to do away with industrial 
life assurance altogether. If that class of business were 
prohibited, I suppose all life business would be taken over 
by the State. In such case the suggestion is that all 
existing with-profit policies would be converted into their 
actuarial equivalent in the shape of fully paid-up non- 
participating policies. While policy-holders would have 
complete guarantees and shareholders be compensated, it 
is further suggested that the companies’ assets would be 
commandeered and utilized for the purpose of reducing 
the national debt, and officials and agents would be 
guaranteed other employment or compensated. How 
fantastic all this sounds! Yet it might become a reality, 
and it is never wise to adopt an ostrich-like attitude 
toward anything, however unlikely it may appear. 

Funds of insurance companies are, of course, held as 
reserves against liabilities to policy-holders. If the 
Government were to employ those funds in another direc- 
tion it would have to provide other funds with which to 
discharge the liabilities as and when they became claims. 
Was not the now defunct Post Office scheme of life 
assurance quite futile ? It had a trial of more than fifty 
years, and at the end the business was practically 
negligible—approaching only about {10,000 a year, 
compared with about {230,000,000 annually for ordinary 
life offices. 

By Act of Parliament the working-class policy-holder 
is well protected, despite the Socialist parrot-cry in 
regard to his exploitation by the industrial offices. I 
maintain that industrial life assurance was never so 
soundly conducted as it is today. The industrial offices 
are performing a function which is of inestimable value 
to the nation, and it would be fatal in the public interest 
to interfere with it. Neither economically, nor from an 
insurance point of view, could any Government ever hope 
to accomplish what the industrial offices are doing today. 
Mr. Stanley Baldwin stressed this point some weeks ago 
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when he said it might be doubted if any British business 
could prove itself more efficiently managed than ordinary 
life assurance, with its generally low working costs and 
high returns to the assured in the form of bonuses on 
policies participating in the surpluses. It.should not be 
forgotten, too, that policy-holders in the industrial offices 
have also the benefit of the profit-sharing principle. 
Prudential policy-holders have had this advantage for 
years. 

Everybody must realize that life assurance is abso- 
lutely essential to the nation. It is equally well known, 
as I have contended, that the human, or personal, element 
in life assurance is indispensable. The fact that this 
element is lacking in all State departments is, perhaps, 
the strongest argument that can be adduced in favour 
of the retention of the present system as governed by 
private enterprise. 

In fact, the more one delves into the question of 
nationalization of life assurance, the more one realizes 
the futility of the project. Extend the survey, for example, 
to Colonial life offices. These offices have built up an 
enormous business in this country. In fact, some of the 
Canadian and Australian offices are competing in this 
country with the largest of the home offices with great 
advantage to themselves. What would be their position 
in the event of life assurance in this country becoming 
nationalized ? People in this country whose lives are 
assured with Canadian and Australian offices pay their 
premiums in this country, but they are assured with 
Canadian and Australian offices as such. No English 
Government could exercise any control over a Colonial 
office in its own country. Consequently, in the event of 
life assurance in the United Kingdom being brought under 
State control, all that such policy-holders would have to 
do would be to send their premiums direct to the countries 
in which the offices in question are domiciled. It will, 
therefore, be seen that nationalization of life assurance 
in this country would have no overburdening effect upon 
Colonial offices or upon the policies of British citizens 
who are assured with those offices. This is a point 
which, before embarking on the controversial project of 
nationalization of life assurance, any Government would 
inevitably have to take into serious consideration. 
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Fire and General Insurance 
Normal Underwriting Results 


companies transacting fire and accident business, one 

has necessarily to keep in mind the fact that the 
majority of those companies have practically world-wide 
ramifications. Such offices, as a result of last year’s 
campaign, were fortunately able to earn reasonable 
profits, and at the same time make the necessary 
additions to their reserves. So far as this country is 
concerned, the business done by the fire offices last year 
did not show such good results as in 1927. It will be 
understood that until trade makes a more complete 
recovery fire insurance business can scarcely be expected 
to make the desired progress, so far as the volume of 
premium income is concerned. The decline in revenue 
in home fire business, revealed in the accounts of many 
of the big offices, will not have been surprising. 

This state of things is to be accounted for, partly, 
by an all-round reduction in rates for almost every class 
of risk which is not under tariff control, while another 
factor of influence has been a continuance of keen 
competition for the business. A noteworthy feature 
during the last month or two has been the extension 
of the cover granted under comprehensive policies for 
private houses. Companies specializing in such policies 
are now offering the insuring public greater facilities for 
insurance at little or no extra charge. Such companies 
have no doubt been constrained to offer these additional 
facilities owing to the serious floods which occurred in 
various parts of the country in 1927, which, moreover, 
were responsible for an increased demand for cover last 
year against the risks of storm and tempest. In their 
new and extended form these comprehensive policies 
are much more attractive than formerly, and there is 
little doubt that the insurance companies were well 
advised to extend the range of cover. 

Another feature which manifested itseif last year 
was the introduction into this country of the foreign 
practice of extending the period of fire insurances. In 


|: considering the results achieved by British insurance 
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the United Kingdom the practice generally has been for 
policies to be annual contracts. Abroad, the growing 
custom has been for the insured to undertake to remain 
insured with the same company for several years. In 
return for this undertaking the policy-holder, while 
paying his premiums yearly, receives a rebate. In this 
way he makes a saving on the premium that otherwise 
he would not do. It looks as though this practice will 
become increasingly popular in this country. 

Last year fire losses in Great Britain and Ireland 
exceeded £8,000,000, which broke all the records in this 
respect for the previous five years. On the other hand, 
in Canada results were almost unprecedentedly good, while 
in the United States a notable improvement was also wit- 
nessed. In both Great Britain and the United States there 
was a continued decline in fire insurance rates, and this was 
accompanied by a noteworthy increase in competition. 

In various foreign countries since the war British 
companies have had to contend against oppressive 
legislation designed to restrict to its utmost limit the 
activity of the “ foreigner.” In some cases the British 
companies have found it desirable to withdraw from 
business altogether. Some of the restrictions have 
bordered very closely upon nationalization, and results, 
so far, would appear to show that the new methods adopted 
are not at all favourable to the countries concerned. 

Chili, Peru, and Spain are notable cases in point. 
In Spain, for instance, by Royal decree, foreign com- 
panies must now invest their Spanish reserves in Spanish 
securities. One would think that British securities 
are good enough for any continental policy-holder. 
Evidently some Governments think otherwise; but it 
would certainly seem to be a short-sighted policy to put 
every possible obstacle in the way of British insurance 
companies which, in the past, have proved such 
valuable assets to the countries in question. 

The re-entry of German insurance companies into the 
foreign field has been another notable feature. In several 
cases these companies have established subsidiaries for 
the purpose of carrying on their business ; it is understood 
that their energies have been markedly successful, so 
far as the collection of premiums is concerned. Their 
activities in the future will be watched with interest. 
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Hurricane insurance abroad has generally been fraught 
with unsatisfactory results to insurance companies. 
British offices, having bought their experience in a more 
or less mild form, are not too keen to undertake the risks 
involved. All concerned with these offices will be glad 
to realize that the managements are uniformly circumspect 
in their dealings with this class of business. 

Accident insurance embraces, of course, various classes 
of business. In 1928 the results generally were more 
satisfactory than in the previous year. One of the most 
contentious branches is that of motor-car insurance, and 
in most cases the profits derivable from it were not so 
large as could have been desired. While various rates 
were revised last year, a standard form of policy for 
private motor-cars was decided upon by the majority 
of companies. The problem of theft appears to be as 
difficult of solution as ever, while there was again a 
steady increase in third-party claims. From the point 
of view of the companies concerned, it is generally 
agreed that motor-car insurance business will only prove 
satisfactory if premium rates are adjusted in accordance 
with the claims’ experience. Many offices are loth to 
alter their scales of premium, but unless results prove more 
favourable in the future than they have done in the past, 
one can scarcely imagine any other policy being adopted. 

Personal accident insurance is on the increase. The 
need of it has been proved by experience, especially 
during the past year, which was notable for many 
disasters both on the railways and the roads. Another 
branch of business which has suffered from depression 
in trade is employers’ liability. If, as seems to be the 
general idea, industry and commerce are going to improve, 
insurance companies engaged in this class of business 
will enjoy a substantial increase in their income. 
Aviation insurance has reached a high pitch in America. 
That it will eventually become a force to be reckoned 
with in this country seems certain. 

In conclusion, emphasis may be laid upon the 
increasing need for all classes of insurance which come 
under the category of “‘ Fire and General,” while it goes 
without saying that no offices in the world are more 
capable of catering for the public requirements in these 
connections than those of this country. 
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Marine Insurance Problems 
The Outlook Uncertain 


presented many difficulties to underwriters, and 

the problems which have arisen have caused deep- 
seated depression. Although in certain directions the 
market has latterly shown some signs of improvement, 
in a general way the depression is still, unfortunately, 
an outstanding feature. Last year some of the composite 
companies transacting marine insurance were able to 
make a better showing in their accounts than for the two 
previous years. The improvement, however, is only 
relative, and does not amount to very much, because 
1927 and 1926, especially the latter, were the worst years 
which the marine insurance market has known since the 
cessation of the war. The majority of the companies did, 
in fact, sustain further losses last year. 

Great efforts have been made by leading underwriters 
to put the business on a more satisfactory basis. A joint 
committee of London and Liverpool underwriters has 
laboured incessantly for the last two years with that 
commendable object in view. One of the results of their 
labours was the adoption of an agreement in May 1928 
between Lloyd’s and company underwriters, under which 
hull insurance rates were increased by a minimum of 
10 per cent., irrespective of ownership, nationality, or 
trade. It had been clear for a long time that, without 
co-operation among underwriters, it would be impossible 
to bring about an adequate improvement in market 
conditions. The increase was by no means an arbitrary 
measure, and even shipowners appreciated the necessity 
for the innovation, for they raised no objection to it. 
It is realized that if the business is to be made reasonably 
profitable, it will be necessary to make further increases 
in rates, but, as all associated with the market know full 
well, such proposals bristle with difficulties. 

There has recently been some very plain speaking on 
the part of the chairmen of some of the big insurance 


— several years past marine insurance business has 
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companies. The methods of underwriting have been 
very severely criticized, and it may be that, as a result of 
this outspokenness, a policy of greater caution will be 
enforced in the future. There is no doubt that at the 
present time the business is being carried on—if one may 
use the expression—in a much saner fashion than was the 
case a few years ago, when an unseemly scramble for 
business resulted in cut-throat competition. To that 
state of things much of the later market depression has 
certainly been traceable. In this connection an appre- 
ciative reference may be made to the persistent efforts 
which Mr. H. M. Merriman, ex-chairman of the Institute 
of London Underwriters, has made during the past two 
years in the interests of the marine insurance market. 
Both as chairman of the Joint Committee of Underwriters 
and as chief British representative at the annual con- 
ferences of the International Marine Insurance Union, he 
has spared no time or trouble to bring into force measures 
which, had they been adopted, would have been of great 
benefit to individual underwriters and the market 
generally. It was Mr. Merriman who, at the Baden-Baden 
Conference of the International Union last year, brought 
forward a proposal for the adoption of a universal fran- 
chise agreement in connection with cargo policies. The 
suggestion was that a minimum franchise of 3 per cent. 
on each £100 value should be applied, except in the case 
of certain specified commodities. Support was given 
to the proposal by Lloyd’s underwriters, while at the 
last conference of the International Union delegates 
were generally in favour of it. It was, however, 
eventually found impossible to secure the support of 
all foreign marine insurance markets; and as it was 
imperative that the franchise, if adopted, should be 
absolutely universal in its application, the idea had to 
be dropped. 

This is to be regretted, more especially as there was a 
large majority of markets in favour of the proposal, and 
there is no doubt that if it could have been brought about 
it would have resulted in an immediate improvement of 
at least 6 per cent. in underwriting results. This, in 
turn, would have sufficed to convert recent losses into 
profits. It will be recognized, of course, that foreign 
markets are constituted differently to the British 
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markets, many foreign offices being rather cramped in 
regard to the terms which they are able to make with 
shipowners. 


It would, therefore, seem as though the marine 
insurance market will have to work out its own salvation. 
In the past the market has suffered very considerably 
from a lack of co-operation among underwriters in regard 
to the fixing and maintenance of rates. Mr. Merriman 
once concisely observed: ‘‘ Underwriters are not prepared 
to bind themselves to certain rates and conditions, if, 
by so doing, they merely bring about the improvements 
for the benefit of those who have cornered the business.” 
One might well ask the reason of this. Mr. Merriman’s 
solution is “the spread of business by the limitation of 
acceptances, the discontinuance of ‘profit reinsurances,’ 
and the withholding of reinsurance facilities from 
underwriters, both at home and abroad, who do 
not give wholehearted support to agreements and 
understandings.”’ 


More recently, it can be said, the co-operative spirit 
among underwriters has been more in evidence. This is 
all to the good, and would seem to presage at least some 
recovery in the not distant future. Still, the immediate 
outlook remains uncertain, and it is difficult to find 
clear visibility, even so far as the British marine horizon. 
For example, the fire risk under-marine policies has been 
a hot controversial point. It seems only reasonable that, 
so far as the risk of fire is concerned, underwriters should 
not be expected to extend the cover of the warehouse 
clause, unless in exceptional circumstances, where the 
insurance is covered by special clauses. In other words, 
the marine underwriter should cease to cover the risk of 
fire upon goods immediately the latter arrive at their 
destination. 


With regard to tariff conditions, it need only be 
observed that they are very different now to what they 
were years ago. Formerly, a tariff signed only in the 
United Kingdom could have been maintained without 
difficulty. Nowadays a tariff must be international or it 
cannot be upheld. Here, in a nutshell, is one of the main 
problems for which the London market has, perforce, to 
find a solution. 
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Cheaper Life Assurance 
A Striking Development 


offices is to cheapen the cost of life assurance to 

the assuring public. It is possible to do this by 
reason of the increasingly favourable trend of their 
various sources of profits. In spite of the present-day 
tendency for investment yields of most high-class securi- 
ties to decline, statistics show that in actual volume 
interest revenue is steadily on the. increase. With the 
large additions every year to their funds available for 
investment, it is almost certain that this increase in 
interest revenue will continue. A favourable mortality 
experience is another big source of profit to a life office. 
Almost without exception the reports of the life offices 
for 1928 have shown that the amounts absorbed by 
death claims have, in the aggregate, been very substan- 
tially below the amounts actuarially provided for in 
accordance with the tables used in the valuations of the 
life business. 

In addition, expense ratios are kept down to a 
reasonably low level, and when one considers the big 
financial advantage which a life office derives from these 
three sources, it will be realized that it is earning large 
profits for its policy-holders. The extent of those profits 
is, in a large degree, emphasized by the handsome bonuses 
which are now being generally allotted to participating 
policy-holders. At the same time, life offices have 
wisely determined that the most effective way of still 
further popularizing life assurance is to make its cost as 
low as possible. In recent years, the various offices 
took advantage of their uniformly favourable mortality 
experience—the result of increasing longevity—to revise 
their rates of premium, without waiting for the result 
of the investigation by the Institute of Actuaries and 
Faculty of Actuaries into the new conditions rendered 
possible by the modern average of lives. As _ those 
actuarial bodies have not yet concluded their investiga- 
tions, it stands to the credit of the life offices that they 


CY) of the latest developments among British life 
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have thus taken the matter of lowering rates into their 
own hands. 

Controversialists are frequently rushing into print on 
the subject of the relative advantages of whole-life and 
with-profit policies. Each class of assurance is equally 
good from a different standpoint. Their relative advan- 
tages are too well known to need elaboration here, but 
it may be observed that without-profit policies are now 
obtainable at very low rates of premium. With-profit 
policies, naturally, cost more, on account of the fact 
that in the ordinary way they only run for a specified 
term of years, and the sums assured at the end of that 
period are very substantially increased by means of the 
high bonuses which are periodically added. Moreover, 
in the majority of cases, the bonuses are of a compound 
nature, i.e., they are paid both on the sums assured 
and previous bonuses. 

It is often said that this nation as a whole is sadly 
under-assured. As compared with countries like the 
United States, that statement may be true; but in this 
matter it is necessary to take cognizance of the different 
conditions prevailing in each country. It would be quite 
incorrect to suggest that British life offices are not 
making adequate provision for the assurance of lives in 
this country. They provide the assuring public with a 
wide choice of policies, and it would be difficult to 
discover any individual circumstances for which provision 
is not made in one or other of those policies. It might, 
on the other hand, very reasonably be contended that 
the life offices do not make such an attractive appeal to 
the assuring public as it is possible for them to do. 
A few years ago, the life offices took into consideration 
the advisability of embarking on a scheme of collective 
advertising. Unfortunately, owing, it has been said, to 
the opposition of certain companies domiciled north of 
the Tweed, the project was allowed to fall through. 
That was a great pity, because there is no doubt that, 
by means of a carefully planned method of propaganda, 
the necessity of life assurance could be brought home to 
the public with greater force than possibly in any other 
way. In Canada and the United States this system is 
in vogue—to the advantage of both the companies and 
the public. But such a scheme is unworkable unless 
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every company shared in it. Probably it is destined 
to become a notable feature of development in the 
future. 

Actual evidence of the progress of life assurance in 
this country is afforded by statistics. of the business 
transacted last year. The total sums assured under new 
policies amounted to no less than {£146,857,636. This 
represented an increase over 1927 of £11,770,484, and 
only nine companies showed a decline in their business. 
As may be supposed, competition between the various 
British offices is remarkably keen; while all of them have 
to cope with the Colonial offices operating in this country, 
which have built up very large connections. 

Mention should be made of the strong endeavour 
which was made last year by a number of life offices to 
popularize group insurance in the United Kingdom. This 
endeavour was stimulated by the enterprise displayed by 
some of the Colonial offices and also by a large American 
office, the latter of which opened offices in London with 
the direct object of pushing group insurance. When an 
office like the Prudential, with its widespread organization, 
takes up group insurance in no half-hearted manner, 
one may reasonably expect to find in a year or two’s 
time big developments in this direction. 

The valuation reports of a number of life offices which 
were issued this year give emphasis to the financial 
strength of those offices. In most instances largely 
increased surpluses were disclosed, and generous increases 
were made in the various rates of reversionary bonuses. 
Present-day bonuses are very much higher than the 
pre-war levels. It is difficult to agree with people who 
opine that bonuses in:future years will trend downward. 
There is nothing t6, justify that assumption. While 
admitting that the essence of a life assurance policy is 
its protective elgmtent, so far as the policy-holder’s 
dependants are concerned, the attractiveness of an 
endowment assurance is undeniable. Big bonuses have, 
naturally, been the greatest factor in popularizing this, 
which, after all, is a very sound investment. Whether 
the recent introduction of a with-profit policy at a 
reduced premium and possibly a reduced bonus will 
ever supersede effectually the old form of endowment 


assurance remains to be seen. 








